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OFrFice oF THE COMMISSIONER OF INSURANCE
STATE OoF LoulisiaANA

P.O. Box 94214
Baton Rouge, Louisiana 70804-9214
Phone (225) 342-5900
Fax (225) 342-3078
http://www.Idi.state.la.us

The Honorable Kathleen Babineaux Blanco, Governor

The Honorable Donald E. Hines, President of the Louisiana Senate

The Honorable Joe R. Salter, Speaker of the Louisiana House of Representatives

The Honorable James David Cain, Chairman, Senate Committee on Insurance

The Honorable Karen R. Carter, Chairman, House of Representatives Committee on Insurance
Members of the Louisiana Senate and House of Representatives Committees on Insurance

| am pleased to submit the 2003-2004 Annual Report of the Louisiana Department of Insurance to the
Louisiana Legislature for the fiscal year beginning July 1, 2003, and ending June 30, 2004, in compliance
with R.S. 368682.B(5).

Under same cover, | respectfully submit the 2003-2004 Annual Consumer Complaint Reports, the 2003-2004
Office of Minority Affairs Annual Report and the 2003-2004 Annual Report of the Louisiana Property and
Casualty Insurance Commission as required by R.S. 2281219, R.S. 2281921(5) and R.S. 22815 respectively,
to be submitted to the Senate and House of Representatives committees on insurance. The reporting period is
for the fiscal year beginning July 1, 2003, and ending June 30, 2004.

In compliance with R.S. 248772, a printed copy of this report is being filed with the presiding officers of
each house of the legidlature. In addition, an electronic copy and five printed copies are being filed with the
David R. Poynter Legislative Research Library. This report is also available on the Louisiana Department of
Insurance Web site link at http://www.ldi.state.la.us/public_affairs/Annual Report03-04.pdf.

The purpose of this report is to disseminate information pertaining to the operations of the Louisiana
Department of Insurance, the disposition of consumer insurance complaints, the activities of the Office of
Minority Affairs and the activities of the Louisiana Property and Casualty Insurance Commission, as
required by state law. Also, | think you will find the report an excellent reference resource of information
regarding the extensive duties and responsibilities of regulating the business of insurance while serving and
protecting al of the citizens of Louisiana.

If you need assistance from my office at any time or have any questions about the affairs of the Louisiana
Department of Insurance, | will be happy to respond.

With kindest regards,

o e

J. Robert Wooley
Commissioner of Insurance



DEPARTMENT OF INSURANCE
MISSION STATEMENT

The mission of the Department of Insurance is to enforce the insurance laws
and regulations of the state impartially, honestly and expeditiously. To this
end, the highest ethical, professional and work quality standards will be
exercised in all formal and informal relationships with individuals, agencies
and companies affected by the policies and actions of the Department. It is
the Department’s commitment to be the best insurance regulatory agency in
the United States.

LouisiANA DEPARTMENT OF INSURANCE
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OFFICE OF THE COMMISSIONER

D1visioN oF LLEGAL SERVICES

RESPONSIBILITIES AND ACTIVITIES

The division of legal services in the Department of Insurance was created by R.S. 368689 and is under the
direction of the executive counsel. The division of legal services of the office of the commissioner, serves as
the lega counsel and enforcement arm of the Department of Insurance. Its functions include interpreting
laws, regulations and directives, preparing and monitoring legidlation; representing the department in
litigation before federal and state courts; enforcing insurance regulatory law in administrative hearings; and
reviewing policy forms. It also serves as a liaison between the department and other government
departments, agencies and commissions, insurance companies, producers and consumers. Consumer
protection and health issues were the two major concerns of legal services during the 2003-2004 Fiscal Yea.

ADMINISTRATIVE HEARING LI1TIGATION REPORT

In FY 2003-2004, the Litigation Report of the Division of Legal Services tracked approximately 229 entries
relating to legal representation of the Department of Insurance in its enforcement and regulatory capacity.
Each attorney works closely with different department offices/divisions to, for example, revoke certificates
of authority; cite companies for failure to meet statutory deposits and failure to file reports timely to
financial solvency; and represent the licensing division in matters such as mergers and acquisitions,
misappropriations, misrepresentations and failure to pay taxes, fines or assessments. See Table 1 below for
details.

TaBLE 1 TypPes oF LEGAL IssUES/ADMINISTRATIVE HEARINGS
Bail Bond Forfeitures 8
Cease & Desist Orders 32
Misappropriations 15
Unlicensed/Unauthorized Agents or Companies 3
Failure to Pay Taxes, Fines or Assessments 14
Revoking Certificate of Authority 11
Misrepresentations 2
Other 38

PAGE 2 LouisiaANA DEPARTMENT OF INSURANCE



OFFICcE oF THE COMMISSIONER...

Fines COLLECTED

Staff attorneys serve as prosecutors and fine collectors for law violations in the legal issues hearings listed
above. The division assisted the commissioner in collecting $78,019 in fines.

In addition to its regular legal duties, the department is mandated by R.S. 228658.1 to assist district attorneys
in collection of bail bond forfeitures, without additional budgetary support. Department attorneys prosecuted
eight bail bond forfeiture cases.

FY 2003-2004 RuLEs, REGULATIONS, DIRECTIVES & OPINIONS

In addition to administrative hearings, other key responsihilities center on legidation, regulatory policies and
opinions. Lists of directives issued and rules and regulations promulgated in FY 2003-2004 follow:

A. FY 2003-2004 RuLEs, REGULATIONS, DIRECTIVES:

Directive 179: Individual Health Insurance — Good Hedlth
Issued: November 20, 2003 Classification Factor

Directive 180: Policy Forms and Marketing Practices,
Issued: April 13, 2004 Insurable Interest

Directive 180: Addendum to Prior Directive

Issued: May 28, 2004

Directive 181: Credit Information Reporting Requirement —
Issued: March 10, 2004 Personal Lines Only; Withdrawal of
LIRC Directive 2003-02
Directive 182: Policy Forms — Applicability of
Issued: February 2, 2004 R.S. 2281513(C)(2)(b)

Rescinded: August 30, 2004

2003-2004 ANNUAL REPORT PaGce 3



OFFICcE oF THE COMMISSIONER...

LEGAL SERVICES DIVISION...

B. FY 2003-2004 PoLicy OpinioNs/LEGaL OpPiniONS/ADVICE

Attorneys in the division of legal services are frequently asked to provide formal and informal legal opinions
for the public, the insurance industry, other regulators and department personnel. Approximately 13 formal
opinions and/or instance of giving legal advice were issued on the following subjects during this fiscal
period.

LA-03-13 Property and Casualty Contract Language
Issued: July 26, 2002

LA-03-14: Cancdllations — Acts of God
Issued: August 20, 2003

LA-03-15: Procedures for reviewing and acting upon
Issued: August 25, 2003 items submitted under Flex-Rating System
LA-03-16: The effect of alega holiday on atax due date

Issued: August 1, 2002

LA-03-17: LIRC filing for Progressive Paloverde
Issued: October 15, 2003

LA-03-18: Corporate Owned Life Insurance (COLI)
Issued: November 13, 2003

LA-03-19: Flex-Band Rating Actuarial Disapproval Order
Issued: December 23, 2003
August 1, 2002

LA-03-20: Automotive Direct Repair Networks
Issued: December 30, 2003

LA-03-21: Dental Insurance — Freedom of Choice &
Issued: January 9, 2004 Reimbursement |ssues
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B. FY 2003-2004 PoLicy OpinioNS/LEGAL OpPiNiONS/ADVICE

LA-03-22: GAP Insurers and Renta Reimbursement
Issued: September 8, 2003

LA-03-23: Ethical considerations relative to promoting

Issued: January 9, 2004 a board member of ainsurance corporation
to the CEO of the same insurance
corporation

LA-04-01: How differing “dismissals’ and/or “pardons’

Issued: January 27, 2004 affect the licensing of felons

LA-04-02: Emergency Medical Services

Issued: May 15, 2003

C. FY 2003-2004 BULLETINS

B-03-04: Health Insurance Portability and
Issued: October 24, 2003 Accountability Act — Transaction and Code
Set Standards

2003-2004 ANNUAL REPORT
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INSURANCE FRAUD SECTION

PURPOSE

The insurance fraud section investigates all forms of suspected insurance fraud:
» Claims fraud
» Producer (agent) fraud, including bail bond agents and bail enforcement agents

» Company Fraud, including fraud committed by a company or fraud committed
against a company (insider fraud)

» Provider fraud, which includes doctors, attorneys, body shops, pharmacies or any
person or entity laying arole in the insurance process

Investigators work closely with the various Department of Insurance offices and divisions across the nation,
as well as the insurance fraud units of the State Police, the Attorney General’s Office, local and federal law
enforcement officers, prosecutors, insurance company personnel, insurance agencies and the general public
in its mission to reduce fraud in our state. The insurance fraud unit places emphasis on:

» Investigating suspected fraudulent claim reports and working closely with the
respective law enforcement agencies and prosecutors offices for the successful
prosecution of individual involved in fraudulent activities.

» Investigating insurance producers and companies suspected of engaging in
fraudulent practices and working with the respective law enforcement agencies
and prosecutors  offices for the successful prosecution of individuals involved in
fraudulent activities.

» Working with the legal division to take administrative action in conjunction with
the criminal investigation and subsequent prosecution of individuals involved in
fraudulent activities.

» Performing background investigations on companies, individuals and other
entities seeking to conduct the business of insurance in Louisiana

In 1999, legislation was passed that created an assessment on insurance company premiums to provide
funding in order to combat insurance fraud. The use of these funds was designated for the creation of the
insurance fraud units within the Office of State Police and the Office of the Attorney General and for
additional assistance to the existing insurance fraud unit of the Department of Insurance.
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The fraud units of the three agencies work closely as a task force, each playing a vital part in the process,
from preliminary investigation and criminal referral to arrest and prosecution. The combined strengths of
three fraud units provide greater ability for success than was previously possible in the detection and
successful prosecution of insurance fraud related activities.

Any law enforcement authority may investigate insurance fraud, but the majority of cases are channeled
through the State Police insurance fraud investigation unit. When local authorities elect to pursue insurance
fraud cases, the Department of Insurance works with them lending its experience and expertise, as well as
acting as an informal liaison between the local law enforcement authority and the State Police insurance
fraud investigation unit.

Similarly, local authorities may prosecute cases of insurance fraud but often lack the resources or expertise.
In such cases, they may defer to or request assistance from the Attorney General’s insurance fraud support
unit.

CrLaiMsFrAUD

During FY 2003-2004, the insurance fraud unit database of suspected fraudulent claims contained over 6,400
entries. The majority of these claims were received from insurance companies in accordance with

R.S. 2281245. In addition, the department’s insurance fraud unit received 1,552 reports of suspected
fraudulent claims during this fiscal year.

The database is vital to the operations of the insurance fraud unit because it provides the ability to determine
patterns of numerous suspicious claims made by an individual to different insurance companies which
involve specific medical providers, attorneys, claimants and/or personnel inside insurance companies
participating in large, complex schemes.

Exaggerated |oss statements are typicaly the most frequently reported suspected fraudulent claims. There are
various ways to initiate exaggerated loss statements. These include:

» Claiming items were burglarized or destroyed in a home when in fact the items
were never in the home or were actually not stolen or destroyed.

» Claiming damage to a vehicle from an automobile accident when the damage
actually occurred prior to the accident.

» Claiming greater and more prolonged severity of a physical injury than actually
occurred.

Other examples of fraudulent claims include staged accidents (i.e., planned incidents that are made to appear
to be, and are claimed by the participants to be, “accidents’ involving some type of loss), provider fraud and
medical/healthcare fraud.
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INSURANCE FRAUD SECTION...

The additional staff provided by the fraud assessment has enabled the insurance fraud unit to initiate and
conduct preliminary investigations of suspected fraudulent claim reports. After a review of the report and a
preliminary investigation involving multiple databases and information obtained from insurance companies,
other agencies and their producers, individuals involved in the claim and other resources, it may be
determined that a criminal referral should be made to the State Police insurance fraud investigation unit.

The insurance fraud unit made 190 criminal referrals involving claims fraud to the State Police insurance
fraud unit during this fiscal year. Thisis a 135% increase over the previous fiscal year. One hundred nine
(109) of these referrals related to organized-ring activity.

Louisiana law (R.S. 2281245 and 4081424) requires the reporting of all cases of suspected fraudulent claims
to the Department of Insurance fraud unit. Suspected fraudulent claim report forms are now available online
to alow expanded communications with both insurance companies and the general public and to allow
anonymous reporting while increasing efficiency and public awareness of the insurance fraud unit.

Probucer AND ComPaNY FRAUD

Investigations of producers and companies may involve misrepresentation; misappropriation of funds
belonging to the policyholder, premium finance company or insurer; unlicensed and/or unauthorized entities,
and fraudulent insurance identification cards or certificates of insurance.

The single greatest producer fraud activity from an administrative perspective continues to be the
misappropriation of funds from a policyholder. Because these funds go unreported to an insurance company
or premium finance company, counterfeit insurance identification cards and certificates of insurance are also
involved.

AcTIONS TAKEN REGARDING

TABLE 2 ProbucerR AND CoMPANY FRAUD

Number of Investigations Opened 625
Cease & Desist Orders and/or

Summary Suspensions Served 27
Notices Served 17
Walk-Ins on Agencies/Producers/

Companies for Suspected Fraud 19
Administrative Hearings Requested 6
Criminal Referrals Made to Law Enforcement 42
Arrests Made as a Result of Criminal Referrals 19
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Investigations include the compilation, research and analysis of information regarding the producers and
companies obtained by the unit from consumer complaints, producers, companies, other insurance
department offices and additional sources. A detailed analysis is done to determine if sufficient evidence
exists to justify department action and /or criminal referral. Investigators work closely with law enforcement
during on-site investigations of fraudulent activity and gathering of additional evidence.

There were 19 arrests for numerous crimes during the 2003-2004 Fiscal Year as a result of criminal referrals
from the insurance fraud section. Those arrests are categorized in Table 3.

INSURANCE FRAUD ARRESTS By CATEGORY TABLE 3
% No.
Category Of Crimes Of Charges

Insurance Fraud 42 25
Felony Theft 15 9
False Public Records 10 6
Forgery 10 6
Conspiracy 8 5
Federa Charges 5 3
Attempted Theft 3 2
Misappropriation 2 1
Money Laundering 2 1
Unfair Trade Practices 2 1

I NSURANCE FRAUD PREVENTION

The insurance fraud section plays a critical role in insurance fraud prevention. The two key components are
educating the public and conducting extensive background investigations.

EbucaTiON

The section’s efforts in the area of education include press releases, brochures, increased online presence and
speaking before various groups and organizations regarding insurance fraud.
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INSURANCE FRAUD SECTION...

BACKGROUND INVESTIGATIONS

Part of the duties and responsihilities of the fraud unit is to investigate the backgrounds of companies,
officers, directors, MNROs (Medical Necessity Review Organizations) and other entities applying to conduct
the business of insurance in Louisiana. This includes changes of officers and directors of domestic
companies currently authorized to do business in the state.

Contacts utilized to conduct background investigations include, but not limited to:

M

U.S. Attorneys

> District Attorneys

FBI and other federal enforcement agencies

» Other state law enforcement agencies nationwide

» Other state insurance regulatory agencies nationwide

» Federal and state agencies involved in the regulation of securities

» Professiona licensing boards in al states, nationally and internationally

» Professional associations and organizations at all levels

» Other regulatory agencies depending on the background of the entity involved
» Fraud prevention and detections organizations such as NICB (National Insurance
Crime Bureau), IAIFA (International Association of Insurance Fraud Agencies),
IASIU (International Association of Special Investigative Units), as well as the
vast resources of NAIC (National Association of Insurance Commissioners)

N

M

During the course of investigating insurance related entities and individuals, it often becomes necessary to
establish communications with regulatory, judicial and law enforcement agencies on interstate, national and
international levels. The scope of an investigation frequently becomes extensive when derogatory
information is discovered.

Table 4 outlines applications completed by the fraud unit for the fiscal year ended June 30, 2004.
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BACKGROUND INVESTIGATIONS COMPLETED TaBLE 4
Description Number
Company Applications Received 300
Company Applications Approved 284
Company Biographical Affidavits Received 1,810
Company Biographical Affidavits Approved 1,801

The insurance fraud section also investigates and reviews all applications for written consent in accordance
with federal law, 18 U.S.C.81033, which requires that anyone who has been convicted of certain felonies
apply for and be granted written consent from the commissioner of insurance in order to participate in the
business of insurance in any way.

INTERNAL AUDIT DIVISION

The internal audit division, established in 1992, reports to the commissioner of insurance through the

chief deputy commissioner. Its magjor function is to assist management by identifying weaknesses and
deficiencies in departmental operations and to make recommendations for necessary corrective actions. This
division also performs specia projects, as assigned by the commissioner, and special reviews as requested by
divison managers.

In order to carry out the duties assigned to the division, the internal audit staff has full, free and unrestricted
access to al departmental activities, records, property and personnel. Goals of the division include
continuing the education and professional training of its staff; conducting effective and timely audits of
department offices, divisions, sections and units including the production of audit reports with appropriate
constructive criticism; and eliminating the number of repeat findings in annual audit reports of the
Department of Insurance by the state’ s legidlative auditor.

The audit schedule includes follow-up visits to areas previously audited to ensure that corrective actions are
being taken to avoid continuance of weaknesses or deficiencies identified in audit findings.
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OFFICE OF MIANAGEMENT & FINANCE

Management and Finance has six divisions that oversee the day-to-day operations of the department:

» Administration

» Administrative Services

» Fiscal Affairs

» Assessment and Data Management
» Information Technology

» Human Resources

ADMINISTRATION

Administration handles all of the department’s professiona services contracts and coordinates the
interdivisonal functions of the office of management and finance.

ADMINISTRATIVE SERVICES DIVISION

The administrative services divison was formed in 1997 to improve the provision of necessary support
services to employees of the Department of Insurance. All services are performed or provided in accordance
with state laws, rules, regulations and department procedures and policies. Following is a summary of the
sections assigned to the division and a brief description of each.

M AL Roowm

Handles all mail and messenger service, maintenance of the agency’s automobiles, maintenance of office
supply inventory and distribution of supplies, maintenance and repair of photocopiers and other large
equipment.

PURCHASING

Procures stock and special supplies, equipment, furniture and printing services by using 1SIS and/or
obtaining bids according to state law and purchasing rules and regulations.
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BuUILDING SERVICES

Coordinates routine maintenance and repair of the Poydras Building (Department of Insurance) by an on-site
employee of State Buildings and Grounds. Items requiring specia skills or outside vendors are coordinated
by the administrative manager of the administrative services section, working with state buildings and
grounds personnel or outside vendors.

TELECOMMUNICATION SERVICES

Manages and processes all telephone services including local and long distance, voice mail, pagers, agency/
individual state calling card requests in conjunction with the office of telecommunications management
(OTM) and provides wiring and repair services when needed.

PRroPERTY CONTROL AND PHYSICAL | NVENTORY

Manages the records of items purchased by the agency and tagging of items as required by law. Prepares and
submits monthly reports of acquisitions and items sent to surplus to the fiscal affairs division of the
department. An annual physical inventory certification report is completed in June and submitted to the
Louisiana Property Assistance Agency.

PROFESSIONAL SERVICES CONTRACTS

Reviews and verifies al professiona services contracts to assure they are processed in accordance with
agency policies and procedures and within the laws, rules and regulations of the state. The deputy
commissioner of the office of management and finance is responsible for seeing that all contracts are
processed properly; therefore, the administrative manager works closely with the deputy commissioner to
ensure accuracy in all areas.

FiLe Roowm

Processes requests for copies of public information. Gives consumers the ratings, financial status, addresses,
telephone numbers and agent for service on insurance companies. Receives and enters information from
insurers’ quarterly statements plus all information from the annual statements that are received at the
beginning of each year. Files all correspondence or information that pertains to insurance companies licensed
to do business in Louisiana. Processes requests for certified copies and prints invoices for al copy requests.
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Fiscar, AFFAIRS DIVISION

The fiscal affairs division manages and protects the Department of Insurance’s real and monetary assets as
well as being one of the top four revenue sources for Louisiana. Fiscal affairs oversees the collection of
examination fees and is responsible for budgeting, statutory deposits, accounts payable and accounts
receivable.

For the year ended June 30, 2004, the Department of Insurance receipts totaled $273.5 million. Insurance
Premium Taxes represents the largest portion at 73.2%, or $200.3 million. In addition to the Insurance
Premium Taxes, the department collections include Pension Fund Assessments at 14.3%, or $39.2 million;
Regulatory Fees and Licenses at 11.1%, or $30.4 million; and the Insurance Fraud Assessment at 1.0%, or
$2.7 million.

Insurance Premium Taxes, Pension Fund Assessments, Insurance Fraud Assessment? (excluding LDOI
portion - $298,997) and Income Not Available represent the bulk of collections at 88.4%, or $241.9
million, and are not used to finance the department’s operations.

The remaining 11.6% or $31.6 million, is a combination of Regulatory Fees and Licenses, Health Insurance
Portability and Accountability Act (HIPAA) Assessment, Federal Grant (SHIIP) and Insurance Fraud
Assessment (LDOI portion only - $298,997) which are used to finance the operations of the Department of
Insurance.

1 The Department of Insurance portion of the insurance fraud assessment is comprised of the
first $30,000 collected (retained to defray collection costs) plus 10% of total remaining
assessment.

TotaL DEPARTMENT
FuNnD SOURCES

INsURANCE PreMIUM TAXES 73.21% $200,255,177
PensioN FUND ASSESSMENTS 14.32% $39,167,810
RecuLAToRY FEES AND LICENSES 11.10% $30,356,414
INSURANCE FRAUD ASSESSMENT 0.99% $2,719,969
HIPAA 0.27% $746,491
FeperaL GRranT (SHIIP) 0.08% $221,536
INcoME NoOT AVAILABLE 0.03% $75,682
ToTAL $273,543,079
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ToTtaL DEPARTMENT

11.10%

Regulatory Fees and Licenses

Pension Fund Assessments
14.32%
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HIPAA
0.27% Federa Grant (SHIIP)
0.08%
Insurance Fraud Assessment
0.99% Income Not Available
0.03%
r ‘
Insurance Premium Taxes
73.21%
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FiscaL AFrairs D1visIoN...

ToTtaL DEPARTMENT
CoLLEcTION OF FunDs

GeneraL Funp 73.23%  $200,330,859
MunicipaL PoLice ReTIREMENT/

FIReEFIGHTERS RETIREMENT/

SHERIFFS' Pension & ReLier Funo  13.85% $37,885,128

DePARTMENT OPERATING EXPENSES 11.10% $30,356,414
MunicipaL FRrRe & PoLice

CiviL ServICE 0.47% $1,282,682
HIPAA 0.27% $746,491
FeperaL GRANT (SHIIP) 0.08% $221,536
FRAUD ASSESSMENT:

DepT. oF PuBLIC SAFETY 0.74% $2,017,477

DepT. OF JUSTICE 0.15% $403,495

DEePT. OF INSURANCE 0.11% $298,997
ToTAL $273,543,079

The majority of funds collected by the Department of Insurance were deposited to the State Treasurer’s
Office for use as general fund dedicated programs.

Of the $273.5 million collected in FY03/04, $200.3 million went to the state general fund and $73.2
million was used to finance programs. Among the dedicated programs receiving funding were various law
enforcement and firefighter retirement programs which received $37.9 million and Municipal Fire and Police
Civil Service which received $1.3 million of the total funds collected.

The remaining collections of $31.6 million represent a combination of regulatory fees and licenses, a federal
grant and statutorily dedicated funds used by the department as its operating source.

The total collection for the Insurance Fraud Assessment is divided between the Department of Public Safety
(75%), the Department of Justice (15%) and the Department of Insurance (10%). Prior to making the
allocations specified, the commissioner of insurance is authorized to withhold the sum of $30,000 to defray
the cost of collecting the assessment.
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ToTtaL DEPARTMENT

CoLLEcTION oF FunDs CHART 2
Federal Grant (SHIIP) Fraud Assessment
HIPAA 008% Dept. of Public Safety
0.27% 0
Municipal Fire & Police| 0.74%
Civil Service
0.47% Fraud A ssessment
Dept. of Justice
0.15%
Department Operating Expenses Fraud Assessment
1110% Dept. of Insurance
\\ =
Municipal Police Ret./ - Genera Fund
Fire Fighters' Ret./Sheriffs 0,
Pension & Relief Fund TEREED
13.85%
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FiscaL Arrairs DIvISION...

TaBLE 5

STATEMENT OF REVENUES & EXPENDITURES
FiscaL Year Enpebp JuneE 30, 2004

REVENUES

Revenues

Insurance Premium Taxes

Pension Fund Assessments

Regulatory Feesand Licenses

*Self-Generated Fees— Carry forward from fiscal year 2002-2003

Insurance Fraud Assessment

HIPAA (Hedth Insurance Portability and Accountability Act)
*HIPAA — Carry forward from fiscal year 2002-2003

Federa Grant SHIIP (Senior Hedlth Insurance Information Program)

Income Not Available

Total Revenues
EXPENDITURES
Expenditures
Persond Services
Trave
Operating Services
Supplies
Professional Services
Other Charges
Capita Outlay
Interagency Transfers

Total Expenditures
TRANSFER OUT

Transfer Out
Genera Fund
Reversion to General Fund
Municipa Police Retirement/Firefighters’ Retirement/
Sheriffs Penson & Relief Fund
Municipa Fire & Police Civil Service
Insurance Fraud Assessment:

Department of Public Safety

Department of Justice

Department of Insurance (excess revenue over budget)

Total Transfer Out

FuNDS CARRIED FORWARD
INTO FISCAL YEAR 2004-2005

FundsCarried Forward
HIPAA (Hedlth Insurance Portability and Accountability Act)

Total FundsCarried Forward
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$200,255,177
39,167,810
30,356,414
146,108
2,719,969
746,491
296,028
221,536
75,682

$273,985,215

$15,149,276
603,340
1,746,676
421,774
2573221
2,705
1,316,898
2,226,883

$24,040,773

$200,330,859
7,512,254

37,885,128
1,282,682

2,017,477
403,495
3

$249,431,893

$512,544

$512,544
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ASSESSMENT & DATA MANAGEMENT DIVISION

The assessment and data management division receipts and batches al revenues received by the department
through fees, fines, premium taxes, penalties and assessments. This division collects, maintains and prepares
reports from statistical data provided by insurers and parish clerks of court and is responsible for
classification of all revenues related to personal injury lawsuits, the various functions of producer and
company licensing, property and casualty, health, life and annuity, administrative services, legal services and
financial solvency. They classify all statutory deposits, receipts and fines; and invoice, collect and classify
the annua LIRC, Insurance Fraud and HIPAA assessments.

All revenue is received in accordance with state laws and regulations and with department polices and
procedures. It is the responsibility of this division to process and collect al revenue timely, process any
associated documentation and audit al forms related to assessments for accuracy and invoice notification.

The Louisiana Legislature, insurance companies, brokers producers, LIRC, LIGA and the Second Injury
Board use the data collected and reports prepared by this division. Data collected by the assessment and data
management division forms the basis for assessments made by the LIRC, Louisiana Workers Compensation
Second Injury Board and Louisiana Insurance Guaranty Association (LIGA).

INFORMATION TECHNOLOGY DIVISION

The mission of the information technology division (IT) is to provide support for all officesin the
Department of Insurance regarding computer system development, computer systems operations, computer
systems management, effective use of personal computers and genera technical consulting for office
automation.

The IT division achieves effectiveness by matching its objectives with the overall goals and objectives of the
Department of Insurance. IT continually works with senior management and users to accomplish these
objectives and to upgrade electronic information processing within the Department of Insurance.

At the operational level of the department, IT is generally seen as atool for improving work efficiency. The
primary activities of IT are collecting, storing and processing data, while developing and maintaining
applications for other offices within the department. The IT divison completed 3,826 service requests during
the fiscal year ended June 30, 2004.
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HumaN RESOURCE DIVISION

The human resource division is responsible for all personnel-related matters including:

» Employee benefits (i.e., insurance, workers compensation, unemployment
compensation, retirement plan)

» Recruitment, selection and placement of al employee classifications and
evauations (i.e., job descriptions, job evaluations, factor analyses)

» Employee relations (i.e., grievances, employee counseling, EEO employee
assistance program, drug testing)

» Affirmative action, performance planning and review system, safety, discipline,
and wage and salary administration

In addition, the human resource division is responsible for insuring compliance with Civil Service Rules and
Regulations, as well as relative state and federal laws, such as Fair Labor Standards Act (FLSA), Family
Medical Leave Act (FMLA) and Americans with Disabilities Act (ADA).

In the year ended June 30, 2004, the HR division processed approximately 741 separate personnel actions:
23 were promotional opportunities, 9 were retirements and approximately 20 were the result of reallocations.
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OFFICE OF PROPERTY & CASUALTY

The office of property and casualty consolidates the regulation of state and federal requirements applicable
to commercia and personal lines of property and casualty insurance. This office provides protection to
Louisiana consumers and determines whether enhancements or modifications are necessary to assure
continued compliance and provide the public and forum for addressing major property and casualty issues
facing the state. There are three divisions in operation:

» Insurance Rating and Policy Forms
» Compliance
» Louisiana Property and Casualty Insurance Commission

The office of property and casualty has varying regulatory authority over both the admitted and surplus
market, which exceeded $7.2 billion in direct written premiums as of December 31, 2003.

INSURANCE RATING AND Poricy ForMms DIVISION

Effective August 1, 2004, the insurance rating division and policy forms section were combined.

INSURANCE RATING SECTION

The insurance rating section provides support to the Louisiana Insurance Rating Commission (LIRC).

The LIRC as defined by R.S. 2281401 through 81448 consists of seven members, six of whom shall be
appointed by the governor and the seventh member shall be the commissioner of insurance. The
commissioner of insurance, or his designee, acts as chairman at each monthly meeting. The six appointed
members serve concurrently with the governor’s term and must be reaffirmed every two years by the Senate.

Louisianais a “prior approval”!é 2 state, meaning companies cannot change their property and casualty
(P&C) rates or rules without first receiving approva by the office of property and casualty or the LIRC.

It is the purpose of the office of property and casualty and the LIRC to see that al P& C rates and rules for
admitted carriers are not excessive, inadequate or unfairly discriminatory. This is accomplished through:

A. A monthly review of al initial rate and rule programs and all proposed rate
and rule changes.

B. Actuaria review of selected rate and rule filings.

C. Generation of revenue through an assessment.

! Act No. 351 (Regular Session, 2003, SB 721) revised R.S. 2281401(J) to allow for an exception to the LIRC’s “prior
approva” when a filing meets certain flexible rating requirements. Act 351 became effective January 1, 2004.

2 Act No. 878 (Regular Session, 2004, HB 1514) revised R.S. 2281401(l) and enacted R.S. 2281401.1 to alow a
regime of rate deregulation for most lines of commercia insurance written on commercial entities whose annual premiums
exceed ten thousand dollars, excluding workers' compensation and medical malpractice insurance unless the market is
noncompetitive. Act No. 878 became effective January 1, 2005, and will be addressed in more detail by the Louisiana
Department of Insurance 2004-2005 Annual Report.
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The LIRC mesets every third Wednesday of the month. The cut-off date for the LIRC agenda is the first
Wednesday of the month at noon. At the monthly meeting, the LIRC, by majority vote, will approve, defer or
disapprove each rate and/or rule filing. Tables 6, 7 and 8 summarize LIRC filing volume by year.

Table 6 shows the total number of filings reviewed by the LIRC during the last three fiscal years.

NumBseRr oF RATE/RULE FiLINGS REVIEWED

3-YEAR HiIsSTORY TABLE 6
Fiscal Year Total No. Of Filings
07-01-2003 to 06-30-2004 1,451
07-01-2002 to 06-30-2003 2,202
07-01-2001 to 06-30-2002 1,742

The LIRC may approve a proposed rate or rule revision as submitted. If the rate request is found not to be
actuarialy judtified, the LIRC can amend the requested percentage change. The filing company has 14 days
to accept or rgect the LIRC's amended percentage change.

The LIRC can defer afiling pending further study or pending receipt of the filing company’s response to any
guestions generated by the LIRC.

If actuarial data does not support the proposed rate/rule change, or if the LIRC finds the proposed rate/rule
not to be in the best interest of the public, the LIRC may vote to disapprove the rate/rule revision. This action
means the rate/rule revision cannot be implemented.

A company can request that the Louisiana Insurance Rating Commission reconsider any action taken in
regards to the company’s rate or rule filing.

There may be some filings that are not received by the LIRC' s agenda cut-off date. These are referred to as
“add-ons.” In this caseg, if there is a unanimous vote by the LIRC to add this item to the current agenda, it
will be placed at the end of the regular order of agenda items under review for that month. It is the intent of
the LIRC to keep add-ons to a minimum.
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InsuraNcE RaTing AND Poricy Forms Division...

Table 7 displays the number of add-ons reviewed by the LIRC.

AGENDA ADD-ONS

TABLE 7 3-YEAR HisTORY
Fiscal Year Total No. Of Add-Ons
07-01-2003 to 06-30-2004 12
07-01-2002 to 06-30-2003 36
07-01-2001 to 06-30-2002 12

An initial filing is one filed by a company in Louisiana for the first time. Table 8 shows the number of initial
filings reviewed by the insurance rating division and acted upon by the LIRC.

NumBseR ofF INITiAL RATE/RULE FiLINGS REVIEWED

TABLE 8 3-YEAR HisTORY
Fiscal Year Total No. Of Filings
07-01-2003 to 06-30-2004 863
07-01-2002 to 06-30-2003 572
07-01-2001 to 06-30-2002 392

If a company fails to respond to a request for information or corrections to an approved insurance program
from the insurance rating division within the 120-day time frame, the LIRC may issue an “order to show
cause’. This order directs a company to remedy the cited concern within 10 days or run the risk of being
fined up to a maximum of $25,000 per offense. This action is authorized in accordance with R.S. 2281447.
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Table 9 displays the number of orders to show cause issued by the LIRC for the last three fiscal periods.

ORDERS TO SHow CAUSE
3-YEAR HisTORY

Fiscal Year No. Of Orders  Fines Issued
07-01-2003 to 06-30-2004 0 $0
07-01-2002 to 06-30-2003 0 $0
07-01-2001 to 06-30-2002 0 $0

TaBLE 9

The actuarial services department (a division of the office of financial solvency) reviews most rate filings. A
written actuarial recommendation is provided to the LIRC and the office of property and casualty for al rate
filings that involve Louisiana written premiums of at least $250,000, all flexible rating rate filings and all
commercia deregulation rate filings. If other rate or rule filings are found to contain unresolved actuarial
issues or result in amended provisions, a written actuarial recommendation is also provided to the LIRC and
the office of property and casualty. Under flexible rating, actuaria objectives are conveyed directly to the

company by the issuance of an order.

Actuaria review may result in a company’s filing being amended to a lesser or greater percentage change.
Table 10 on the following page represents actions taken by the LIRC or the office of property and casualty

on rate revision requests which the actuarial services department reviewed.
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RaTE FiLING IMPACT
TasLE 10 3-YEAR HisTORY

Line& DataPeriod 7/1/2003 to
Number of %of All Requested Approved Savings/Cost
Filing Disposition Filings Filings $lmpact (000)  $Impact ('000) $ Impact (000)
Disapproved 152 21.9% $71,371 $0 $71,371
Approved 4901 70.7% $200,404 $180,283 $20,121
Amended Only 24 35% $63,694 $43,573 $20,121
All Other Approvals 467 67.3% $136,710 $136,710 $0
Withdrawn 51 7.3% $15578 $0 $15,578
Totals 694 100.0% $287,353 $180,283 $107,070
Line& DataPeriod 7/1/2002
Number of %of All Requested Approve Savingg/Cost
Filing Disposition Filings Filings $ Impact (‘000) $ Impact ('000) $ Impact (‘000)
Disapproved 101 18.2% $16,969 $0 $16,969
Approved 414 T4.7% $530,571 $431,311 $99,260
Amended Only 53 9.6% $325,361 $226,101 $99,260
All Other Approvals 361 65.2% $205,210 $205,210 $0
Withdrawn 39 7.0% $8,421 $0 $8,421
Totals 554 100.0% $555,961 $431,311 $124,650
Line& DataPeriod 7/1/2001
Number of %of All Requested Approved Savings/Cost
Filing Disposition Filings Filings $lmpact (000)  $Impact ('000) $ Impact ('000)
Disapproved 119 29.4% $23,740 $0 $23,740
Approved 283 69.9% $281,644 $256,451 $25,193
Amended Only NA NA NA NA NA
All Other Approvals NA NA NA NA NA
Withdrawn 3 0.7% $3,158 0 $3,158
Totals 405 100.0% $308,542 $256,451 $52,001
Note: 1 There might be slight variances in data for prior years due to annual audits

completed after publication dates.
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In Louisiana, a company may choose to file rates or rules by following a number of statutory filing methods.
Table 11 on Page 31 summarizes rate filings by the statutory provision the company opts to file under. These
provisions are:

A PRIOR APPROVAL

Is defined by R.S 2281401(J). Under this method, the insurance company seeks
approval by the Louisiana Insurance Rating Commission (LIRC) of its proposed rates
and rules. In the event the LIRC does not act within 45 days, the rates or rules are
deemed effective. The LIRC meets monthly. Up to January 1, 2005, a company could
request approval by the LIRC for any rate change to any line of business.

On and after January 1, 2005, commercia lines must be filed with the office of
property and casualty. Also, prior to June 16, 2002, a company could not receive
approval of arate change but once in a 12-month period. Beginning June 16, 2002, and
prior to January 1, 2004, a company could not receive approva of arate change but once
in a 6-month period.

Beginning January 1, 2004, a company could not receive approval of arate change
but once in a 12-month period.

B. FILE & USE —EXCLUDING WORKERS COMPENSATION

Is defined by R.S 2281407(F). Under this method, the insurance company seeks
approva by the LIRC without formally going before the LIRC. To qualify under this
method, the filing must be for a rate adjustment, the rate change by risk classification
must not involve a change in the relationship between the underlying pure loss
component and the underlying expense component and the rate change must only
involve changes in rate relativities that are based on loss experience. Rates are deemed
effective on the dates specified in the filing.

Public property, surety and workers compensation filings do not qualify under this
filing method. In the event that the rate change is found not to be in compliance with
statute or not to be actuarially justified, staff will request that the LIRC review and act
on the request as it finds appropriate.

C. 90-DAY FILE & USE —WORKERS COMPENSATION

Is defined by R.S. 2281407(K). Under this method, the insurance company seeks
approva by the LIRC without formally going before the LIRC. To qualify under this
method; the filing must be for a rate adjustment, the rate change must be actuarially
justified, the average percentage change must be no less than -20% and no more than
+20% and the effective date must be 90 days from the date of filing. Only workers
compensation filings can qualify under this filing method.

In the event that the rate change is found not to be in compliance with statute or not
to be actuarially justified, staff will request that the LIRC review and act on the request
as it finds appropriate.
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D. 30-DAY FILE & USE

Is defined by R.S. 2281401(J)(2) and (3) prior to January 1, 2004. Under this
method, the insurance company can take a rate increase or decrease without LIRC
approval. To qualify for arate increase; the last LIRC-approved rate request must have
been a decrease, the filed rate increase must be less than or equa to those rates approved
by the LIRC in the filing prior to the last LIRC-approved decrease and the company
must wait 30 days from the date of filing to implement the rate increase. To qualify for a
rate decrease, the last LIRC-approved rate request must have been an increase, the filed
rate decrease must be greater than or equal to those rates approved by the LIRC in the
filing prior to the last LIRC-approved increase and the company must wait 30 days from
the date of filing to implement the rate decrease.

In the event that the rate change is found not to be in compliance with statute or not
to be actuarially justified, staff will request that the LIRC review and act on the request
as it finds appropriate.

E. ELEXIBLERATING

Is defined by R.S. 2281401(J)(2) and (3), beginning January 1, 2004. Under flexible
rating, the insurance company can implement a rate change without LIRC approval
providing certain criteria are met. The company can request as many rate changes as it
finds necessary under this statute providing the aggregate, statewide, average percent
change over any 12-month period is no less than -10% and no more than +10%, the
company waits at least 30 days from the date of filing to implement the rate change and
the rate change is actuarially justified.

Actuarial staff may find the requested rate change to be “not in compliance” and
issue an order to the company directing the company not to implement the rate change.

F. COMMERCIAL DEREGULATION

Is defined by R.S. 2281401.1, beginning January 1, 2005. Under commercial
deregulation, commercia filings no longer require LIRC approval. All commercial
filings, both rate and rule, are made to the Department of Insurance, office of property
and casualty (OP&C). If afiling is designated by the insurance company as being
negotiated, the policy has a premium of $10,000 or greater, and the line of business is
any other than workers compensation or medical malpractice, the company merely
needs to make an information filing with OP& C.

For al other filings, the company must file with OP& C and wait 45 days before
implementing the filed revision. OP& C can approve an implementation date that is less
than 45 days. OP& C can disapprove a filing within the 45 days.
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MEeTHODSs oF RATE FILING

3-YEAR HISTORY ( INCLUDING STATUTORY CITATION) TaBLE 11
Line & Data Period 7/1/2003 to 6/30/2004
Total Number of Number of Number of
Rate Filings Rate Filings Rate Filings
Filing Method Reviewed Approved  Not Approved?
Prior Approval
_________________________ (R.S. 2281401.) 432 286 146
File& Use— Excluding Workers’ Compensation 20 20 0
________________________ (R.S. 2281407.F)
90-Day File & Use—Workers' Compensation 35 35 0
e~ _ RS, 2281407 K
30-Day File & Use 9 8 1
________ (R.S. 2281401.J., Act 100, 1% Ex. Sess. 2002)
Flexible Rating
_________ (R.S. 22814010, Act 351, Reg. Sess 2003) 10 142 42
Commercial Deregulation 0 0 0
________________________ (R.S. 2281401.1,)
Totals: All Filing M ethods 694 491 189
Line& Data Period 7/1/2002 to 6/30/2003
Total Number of Number of Number of
Rate Filings Rate Filings Rate Filings
Filing Method Reviewed Approved Not Approved?
Prior Approval
_________________________ (R.S. 2281401.) 524 385 139
File& Use— Excluding Workers' Compensation 0 0 0
________________________ (R.S. 2281407.F)
90-Day File & Use—Workers' Compensation 10 10 0
e ________(RsS.2281407K)
30-Day File& Use 20 19 1
________ (R.S. 2281401.J,, Act 100, 1% Ex. Sess. 2002)
Flexible Rating 0 0 0
________(R:5 2281401, - Act 351, Reg. Sess. 2003)
Commercial Deregulation 0 0 0
________________________ (R.S. 2281401.1,)
Totals: All Filing M ethods 554 414 140
Line & Data Period 7/1/2001 to 6/30/2002
Total Number of Number of Number of
Rate Filings Rate Filings Rate Filings
Filing Method Reviewed Approved Not Approved?
Prior Approval
_________________________ (_R_.§. _22§;1f191_')_ 405 283 122
File& Use— Excluding Workers’ Compensation 0 0 0
________________________ (R.S. 2281407.F)
90-Day File & Use—Workers' Compensation 0 0 0
e _ (RS, 2281407 K))
30-Day File& Use 0 0 0
________ (R.S. 2261401.J,, Act 100, 1% Ex. Sess. 2002)
Flexible Rating 0 0 0
_________ (R.S. 2281401.J,, Act 351, Reg. Sess. 2003)
Commercial Deregulation 0 0 0
________________________ (R.S. 2281401.1,)
Totals: All Filing M ethods 405 283 122
Notes: 1 “Filings Reviewed” only include those with a final disposition of

approved, disapproved or withdrawn; pending reviews are not counted.

2 “Not Approved” filings include disapproved and withdrawn filings;
pending reviews are not counted.
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In 1995, legidation was enacted which requires workers' compensation group self-insurance fund to file
rates and rules with the Department of Insurance for approval. The commissioner of insurance delegated
review and action authority to the Louisiana Insurance Rating Commission. The actuarial services staff
reviews these filings for rate adequacy and statutory compliance and recommends a course of action to the
deputy commissioner for the office of property and casualty.

Each year the LIRC collects assessment fees based on the premiums written by each admitted property and
casualty company that conducts business in Louisiana. This assessment is based on the premiums written
from January 1 through December 31 of the prior calendar year. For the 2003 assessment, the premiums
written in 2002 were used to determine the amount owed by each property and casualty company.

The total LIRC assessment was 0.01 in 2003. The LIRC collected assessment revenue in the amount of
$58,419,392, based on approximately $5,841,939,184 in Louisiana property and casualty assessable written
premium. The LIRC’s alocated portion was approximately $14,817,266,483. All collected revenue was
forwarded to the General Fund of the State of Louisiana

In accordance with R.S. 2281419(A), the assessment is distributed as follows:

Municipal Police Retirement System 0.004000
Sheriffs Pension Relief Fund 0.001000
Firefighters Retirement System 0.002000
LIRC 0.002750
Municipal Police & Fire Civil Service 0.000250

Total 0.010000
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The volume of insurance business for which the LIRC has oversight is displayed in Table 12.

LouisiaNA ADMITTED PROPERTY & CASUALTY MARKET
ExHiBIT oF UNDERWRITING GAINS & LOSSES BY

LiNnE oF BusiNneEss CALENDAR YEAR 2003 TaBLE 12
Losses & Losses &
Written Adjustments Underwriting Gains From Expenses
Line of Business Premium Incurred Expenses Underwriting % of DEP
Fire $123,462,800,047 $50,883,610 $32,990,107 $37,449,882 69.13
Allied Lines 122,220,622 26,660,708 34,600,416 52,454,579 53.37
Farmowners M/P 7,218,976 4,892,992 2,127,411 (94,013) 101.36
Homeowners M/P 872,242,653 389,529,552 229,096,337 189,475,530 76.55
Commercial M/P Fire 201,158,010 83,245,567 57,664,392 57,596,767 71.09
Commercia M/P Liability 121,178,254 123,694,275 35,404,034 (39,774,631) 133.33
Inland Marine 203,450,013 98,014,187 49,477,706 51,080,820 74.28
Financial Guaranty 21,164,429 37,702 7,576,624 6,193,429 55.14
Medical Malpractice 89,365,764 85,325,576 9,745,073 (10,561,227) 112.50
Earthquake 2,983,907 399,590 746,543 1,605,617 41.65
Workers Compensation 616,256,211 352,946,972 119,043,696 123,030,523 79.32
Liability Other Than Auto 309,784,453 404,413,429 63,711,191 (170,872,020) 157.48
Product Liability 18,831,941 85,366,746 7,052,275 (74,115,217) 504.92
Private Passenger Auto
Liability 1,694,324,641 1,394,757,387 309,685,708 (75,897,839) 104.53
Commercial Auto Liability 335,089,813 339,746,135 76,127,104 (88,387,109) 126.99
Private Passenger Physical
Damage 1,130,591,879 733,003,766 212,815,212 156,619,742 85.79
Commercial Auto Physical
Damage 83,947,312 42,653,714 18,793,740 24,070,771 71.85
Fidelity 9,977,257 3,220,549 2,981,687 3,372,269 64378
Surety 53,342,555 26,586,911 23,326,454 (946,846) 101.93
Glass 1,208 1,378,450 1,271 (1,379,721) 0.00
Burglary & Theft 1,156,077 (39,367) 368,728 871,797 27.42
Boiler & Machinery 17,751,266 2,577,019 4,813,390 9,019,880 45.04
Credit 8,250,432 6,302,644 4,282,781 1,039,794 83.50
Mortgage Guaranty 51,319,173 23,459,849 8,972,756 18,683,792 63.45
Title 93,625,013 6,255,942 73,480,389 11,2377,284 87.61
Miscellaneous 56,146,563 53,253,986 15,447,407 (6,302,282) 110.10
TOTALS $6,244,841,222 $4,333,981,157 $1,400,332,431 $277,511,572 95.38
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PoLicy Forvs SecTioN

The policy forms section reviews contract forms submitted by insurers for compliance with applicable
statutes, rules and regulations. This entails reviewing property and casualty insurance contract forms for
compliance with applicable statutory reguirements.

Table 13 shows the total number of form filings reviewed by this section.

NumBER oF Form FILINGS REVIEWED

TaBLE 13 3-YEAR HisTORY
Fiscal Year Total No. Of Filings
07-01-2003 to 06-30-2004 25,765
07-01-2002 to 06-30-2003 26,095
07-01-2001 to 06-30-2002 44,536

Table 14 represents the actions taken. The form filing approval rate for fiscal year 2003-2004 was 37.1
percent.

AcTIoNS TAKEN oN ForM FiLINGS REVIEWED

TaBLE 14 3-YEAR HisTORY
Total No. Of Filings
Fiscal Year Approved Disapproved
07-01-2003 to 06-30-2004 9,572 11,562
07-01-2002 to 06-30-2003 7,143 11,017
07-01-2001 to 06-30-2002 7,989 28,833
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CoMPLIANCE DIVISION

The compliance division monitors the marketing, underwriting, customer service and claims handling
practices of property and casualty insurers and producers conducting business in Louisiana. Additionally this
division provides information, advice and assistance to consumers and industry representatives by
responding to inquiries, making public presentations and supplying informational pamphlets and brochures

to interested parties. This includes:

» Resolving policyholder grievances regarding property and casualty insurance

coverage and policyholder’s legal rights.

» Enforcing industry compliance with consumer protection regulations.

» Educating the public about insurance coverage, lega rights and how to avoid

future problems.

AcTiviTiES oF CoMPLIANCE DivisioN TaeBLE 15

Total Consumer Complaints:
Opened
Closed
In Progress at End of Fiscal Year
Total Complaint Packets Mailed

Tota Benefits & Refunds Recovered
on Behalf of Consumers

2,429
2,279

150
1,322

$2,691,368
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ANNUAL CoNSUMER COMPLAINT REPORT

PropPERTY & CASUALTY
CoMPLIANCE DIvISION

R.S. 22§1219 REPORT BY THE COMMISSIONER

The commissioner of insurance shall annually submit a report to the Senate and
House of Representatives Committees on Insurancerelative to complaintsreceived
and actions taken pursuant to the provisions of this Part. Such report shall contain
information relative to the number of complaints received, and the disposition of
same, the amount collected in penalties, the cost of all related proceedings, and
such other information as the commissioner deems pertinent or the insurance
committees shall request.

Effective July 1, 2001, property and casualty (P& C) complaints were handled by the Office of Property and
Casualty, compliance division. The compliance division sent out 1,322 complaint packets during the 2003-
2004 Fiscal Year and completed processing of 2,255 P& C consumer complaints, compared to 2,429
consumer complaints during the 2002-2003 Fiscal Year.

The efforts of this division resulted in reimbursements and claim settlements totaling $2,691,368 being
realized by consumers. Table 16 represents the number of complaints processed.

NuUMBER oF PROPERTY & CASUALTY
CoNsUMER CoMPLAINTS PROCESSED

TABLE 16 3-YEAR HisTORY
Fiscal Year Total No. Of Complaints
07-01-2003 to 06-30-2004 2,255
07-01-2002 to 06-30-2003 2,429
07-01-2001 to 06-30-2002 2,505

On the following pages, Table 17 and Chart 3 give a Statistical overview and history of the property and
casualty insurance consumer complaints handled by the Louisiana Department of Insurance.
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ProPERTY & CAsuAaLTY COMPLAINT STATISTICS
ToTtaL NumBER oF CoMPLAINTS By CovERAGE TYPE

Coverage Type
301 — Auto/Personal
302 — Auto/Commercia
305 — Auto/Physical Damage
306 — Auto/Motor Home
308 — Auto/Motorcycle
309 — Auto/V MB-Extended Warranty
310 — Auto/GAP Coverage
390 — Auto/Cther
401 — Commercid Fire
402 — Commercid Multi Peril
404 — Commercid Fire& Allied
405 — Commercid Business Owners
407 — Commercia Business
408 — Commercia/Property
490 — Commercia Other
501 — Homeowners
502 — Homeowners/Mobile Home
503 — Homeowners/Renters
504 — Flood
505 — HomeownersHome Warranty
590 — Homeowners/Other
801 — Liahility/Genera
802 — Liahility/E& O, D& O, Professional Liability
803 — Liahility/Umbrella
805 — Liability/Excess
806 — Liability Business
808 — Liability/Employment Practices
890 — Liahility/Other
901 — Miscellaneous/'Work Comp/Emp Liability
902 — Miscedllaneous/Fidelity & Surety/Bond
903 — Miscellaneous/Ocean Marine
904 — Miscellaneous/Inland Marine
905 — Miscellaneous/Title
906 — Miscellaneous/Mort Guaranty
907 — Miscellaneous/Motor Club
910 — Miscellaneous/Aviation
915 — Miscellaneous/Property Residential
990 — Miscellaneous/Other

Totals

TaBLE 17

Total %
No. Filed Of Total Closed Open
1,160 51.44% 1,078 82
49 2.17% 43 6
0 0.00% 0 0
6 0.27% 6 0
5 0.22% 5 0
37 1.64% 18 19
9 0.40% 8 1
9 0.40% 7 2
2 0.09% 2 0
6 0.27% 6 0
0 0.00% 0 0
7 0.31% 5 2
21 0.93% 17 4
16 0.71% 15 1
24 1.06% 19 5
569 25.23% 522 47
12 0.53% 12 0
7 0.31% 7 0
21 0.93% 20 1
1 0.04% 1 0
5 0.22% 5 0
52 2.31% 47 5
6 0.27% 6 0
4 0.18% 3 1
1 0.04% 1 0
4 0.18% 4 0
1 0.04% 1 0
11 0.49% 10 1
112 4.97% 96 16
63 2.79% 48 15
0 0.00% 0 0
4 0.18% 3 1
2 0.09% 2 0
1 0.04% 1 0
0 0.00% 0 0
2 0.09% 2 0
1 0.04% 0 1
25 1.11% 23 2
2,255 100.00% 2,043 212
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ProPERTY & CASUALTY COMPLAINT TOTALS
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LoUISIANA PROPERTY AND
CAsuALTY INSURANCE COMMISSION

R.S. 22§15 REPORT BY THE COMMISSION

The commission shall submit to the governor, the Louisiana Legislature and the
commissioner of insurance on an annual basis prior to the convening of each regular
legislative session an annual report on their actions, studies, findings and
recommendations of those laws and projects affecting property and casualty
insurance.

L EGISLATIVE BACKGROUND AND PURPOSE

In 1997, the Louisiana Legidature created the Council on Automobile Insurance Rates and Enforcement
(C.A.LLR.E.) to undertake a comprehensive study and provide oversight and recommendations aimed at
enforcement of those laws and programs that affect automobile insurance rates. C.A.I.R.E. researched and
studied many ideas that have been beneficial in the area of lowering automobile insurance rates, including,
but not limited to, the impoundment law, “No Pay, No Play,” stronger DWI pendlties, graduated licensing,
automobile insurance checkpoints and a crackdown on insurance fraud.

Due to C.A.I.R.E.’s thorough studies of law enforcement and the automaobile insurance situation in the state,
the 2001 Louisiana Legidature expanded C.A.l.R.E.’s realm of study to include not only automobile
insurance but also homeowners' insurance and workers compensation insurance, thus forming the Louisiana
Property and Casualty Insurance Commission (Act No. 187 of the 2001 Regular Session, R.S. 22815). The
Louisiana Property and Casualty Insurance Commission, which consists of three ad-hoc committees
(Automobile Insurance Ad-Hoc Committee, Homeowners Insurance Ad-Hoc Committee and Workers
Compensation Ad-Hoc Committee) has been given the task of reviewing and examining the availability and
affordability of property and casualty insurance in the state of Louisiana.

During the 2003 Regular Legidative Session, Act No. 590 amended and changed the makeup of the
Louisiana Property and Casualty Insurance Commission. The Act also designates the ad-hoc committee
memberships. The amended commission membership as of August 15, 2003, is detailed on the following

page.
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M EMBERSHIP OF THE L ouisiANA PROPERTY AND CASUALTY | NSURANCE COMMISSION
As oF Aucusrt 15, 2003

The 22-member commission is composed of:

» The governor or her designee

» The assistant secretary of the Louisiana Department of Public Safety and
Corrections, office of motor vehicles, or his designee

» The attorney genera or his designee

» A representative of the Louisiana Association of Fire and Casualty Companies,
selected by its governing body, or his designee

» The president of the Louisiana District Attorneys Association or his designee

» A representative of the National Association of Independent Insurers, selected by
its governing body, or his designee

» The chairperson of the Louisiana Insurance Rating Commission or his designee

» Two members of the House Committee on Insurance selected by its chairman

» Two members of the Senate Committee on Insurance selected by its chairman

» One consumer representative selected by the speaker of the House of
Representatives

» One consumer representative selected by the president of the Senate

» A representative of the Independent Insurance Agents/Brokers of Louisiana

» A representative of the Professional Insurance Agents of Louisiana

» The executive director of the Louisiana Highway Safety Commission or his
designee

» A representative of the Property Insurance Association of Louisiana or his
designee

» A representative of the Louisiana Workers Compensation Corporation appointed
by its board of directors or his designee

» A representative of the Department of Labor, office of workers compensation or
his designee, appointed by the secretary of labor

» The commissioner of insurance or his designee

» A representative of the Alliance of American Insurers, selected by its governing
body, or his designee

» A representative of law enforcement or his designee, selected jointly by the
superintendent of state police, the secretary of the Department of Public Safety
and Corrections, the president of the Louisiana Association of Chiefs of Police,
and the president of the Louisiana Sheriffs' Association
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STATE OF THE M ARKET
AuTO

In comparison, Louisiana ranks 5" in the country for combined average auto insurance premiums. Louisiana
citizens pay approximately $185 more than the national average. The cost drivers, which determine higher
rates, remain the same. Drunk driving continues to be a huge problem in the state with approximately 45
percent of all fatalities being alcohol-related. Reducing alcohol-related crashes by 10 percent would save
$60 million in claims payments and loss adjustment expenses.

Sesat belt compliance remains below the national average; and of the primary law states, Louisiana ranks last.
Poor road conditions are still a contributing factor, with Louisiana ranking 3¢ in the nation for the worst
roads. Statistics show that 24 percent of the major roads in Louisiana are in poor condition. As a resullt,
Louisiana motorist pay $1.1 billion annually in extra vehicle operating costs. Rounding out the list of cost
drivers are high claim frequency and high attorney representation. All these factors combine to create higher
auto insurance premiums.

Top 10 STATES

AuTtomoBILE AVERAGE COMBINED PREMIUMS TasLE 18
State AL Comb'iar\::a(fnlr 8FL?r(ceemi um
New Jersey 1 $1,283.87
New Y ork 2 $1,240.24
District of Columbia 3 $1,191.87
Rhode Island 4 $1,095.57
Louisiana 5 $1,064.54
M assachusetts 6 $1,062.39
Connecticut 7 $1,057.57
Colorado 8 $1,051.37
Alaska 9 $1,034.00
Nevada 10 $1,011.20
Countrywide $880.00

Source: 2002 National Association of Insurance Commissioners (NAIC)
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LoutsiaNna PROPERTY AND CASUALTY INSURANCE COMMISSION...

HoMEOWNERS

Louisiana remains at the No. 2 spot in the country for high homeowners insurance premiums, surpassed only
by Texas. The geographical location of Louisiana remains a cause for higher premiums. In some areas of
Louisiang, it is hard to obtain coverage within the voluntary market because of the lack of competition since
Hurricane Andrew hit the state in 1992. Therefore, Louisiana instituted several legidative reforms during the
2003 Regular Session aimed at improving the situation.

Flexible rating went into effect on January 1, 2004, for the property and casualty insurance market; and the
Louisiana Citizens Property Insurance Corporation was created to manage the residual market plan with a
reserve funding mechanism as an incentive to insurance companies coming into the state. As of June 2004,
there are 12 new insurance companies writing business in the state and several companies have opened
books of business which were previoudly closed to new business.

Top 10 STATES

TasLE 19 HomMeEowWNERS' AVERAGE PREMIUM
Sate Rank Cost
Texas 1 $1,238
Louisiana 2 $840
Oklahoma 3 $800
Florida 4 $786
District of Columbia 5 $697
Kansas 6 $684
Mississippi 7 $668
Alaska 8 $668
New York 9 $661
Colorado 10 $660
Countrywide $593

Source: 2002 National Association of Insurance Commissioners (NAIC)
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WORKERS COMPENSATION

Workers' compensation insurance remains a fairly stable market in the state. The loss cost changes have
varied only modestly in recent years, and the marketplace is competitive. Even though the underlying

medical and indemnity cost drivers are increasing, the combined loss ratio and claim frequency continues to
decline.

In Louisiana, the average claim severity for indemnity insurance is higher than in neighboring states.
Louisiand s population mix has moved toward an older work force. Older workers tend to be out of work
longer than younger workers are when injured on the job, which tends to drive loss severity costs upward.
According to the National Council on Compensation Insurance, the work environment is safer than in
previous years, producing a decline in incident rates in most major industries in Louisiana

LouisiANA FILING ACTIVITY

VOLUNTARY Loss CosT CHANGES CHART 4
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SOURCE: 2005 National Council on Compensation, Inc. (NCCI)
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LouisiaNA PROPERTY AND CASUALTY INSURANCE COMMISSION...

WORKERS CoOMPENSATION CHARTS...

LouisiaNna’s MeDIcAL AVERAGE CLAIM SEVERITY
CHART 5 CoMPARED WITH NEIGHBORING STATES

Medical Severity ($'000s)

AL AR* Zb&) MS OK AL AR* Zb' MS OK

Policy Year

Based on NCCI’ sfinancial datafor lost-time claims valued as of 12/31/03.
* Based on NCCI’ sfinancial datafor lost-time claims valued as of 12/31/02.

Source: 2005 National Council on Compensation Insurance, Inc.
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LouisiaNA’s INDEMNITY AVERAGE CLAIM SEVERITY
IS HIGHER THAN OTHER NEIGHBORING STATES CHART 6

Indemnity Severity ($'000s)

K

LA M
2001

Policy Year

Calendar Y ear 2000 is based on NCCI' sfinancial datafor lost-time claims valued as of 12/31/2002.
Calendar Y ear 2001 is based on NCCI' sfinancial datafor lost-time claims valued as of 12/31/2003.

Source: 2005 National Council on Compensation Insurance, Inc.
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LoutsiaNna PROPERTY AND CASUALTY INSURANCE COMMISSION...

WORKERS COMPENSATION CHARTS...

LouisiaNna’s MEDIcAL AVERAGE CLAIM SEVERITY
CHART 7 Has STeaDILY INCREASED SINCE 1995
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Source: 2005 National Council on Compensation Insurance, Inc.

LouisiaNA’s AVERAGE LosT-TiME CLAIM FREQUENCY
CHART 8 Is Low WHEN CoMPARED TO OTHER STATES IN THE REGION
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Source: 2005 National Council on Compensation Insurance, Inc.
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L EGISLATIVE RECOMMENDATIONS

Recommendations to the legislature continue to be a hallmark of the Louisiana Property and Casualty
Insurance Commission. The commission discussed and previewed the legidation that passed in the
2003 Regular Session and the 2004 Regular Session stemming from recommendations made to the
legidature during this reporting period.

SUMMARY OF RECOMMENDATIONS FOR 2003 L EGISLATIVE SESSION

»

»

»

»

»

»

»

»

»

»

»

»

»

»

»

Outlaw open acohol containers for passengers

Require that 2" time DWI convicted offenders install an ignition interlock device
in their vehicle, at their expense, for one year

Prohibit pretrial diversion for DWIs

Repeal Odinet bill, which lessens the penalty for repeat DWI offenders
Require seat belt usage for all passengers

Base child safety seat/booster seat usage on years and weight

Restrict persons under the age of 21 from entering bars

Reenact the mandatory motorcycle helmet law

Create a system for maintaining records for the number of vehicles impounded
for not having proper proof of insurance

Lower the jury trial threshold limit

Establish a tracking system for DWI arrests

Modify the Louisiana Insurance Rating Commission to a Flex-Band System
Repeal Sections 655(B) and 983(E) of Title 22 — the direct action

insurance statute

Reform the funding mechanism of the Louisiana FAIR and Coastal Plans by
extending the time needed for companies to pay their assessments

Modify the cancellation law

LecisLaTiON ENACTED FROM 2003 REGULAR SESSION

House Bill 713: Act No. 1238 requiring passenger restraint systems for

children, according to age and weight, for children
transported in motor vehicles.

Senate Bill 721: Act No. 351 created a flexible rating process for property

and casualty insurance rates.

House Bill 1788: Act No. 1133 that created the Louisiana Citizens Property

Insurance Corporation to manage the residual market.
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LoutsiaNna PROPERTY AND CASUALTY INSURANCE COMMISSION...

LecisLaTiON ENACTED FROM 2004 REGULAR SESSION

Senate Bill 341: Act No. 15 prohibits any passenger in a motor vehicle
from possessing or consuming an open alcoholic
beverage.

House Bill 1712 Act No. 905 requires an interlock device on the vehicle of

a DWI offender convicted of driving under suspension.

House Bill 109: Act No. 742 reinstates a mandatory safety helmet law,
which was repealed in 1999.

Senate Bill 556: Act No. 666 establishes the impaired driving tracking
system and requires agencies to provide all pertinent
information of a person charged with DWI offenses.

OTHER KEY | ssues ADDRESSED BY THE COMMISSION

Over the past year, the commission has met to review and consider issues that are affecting the property and
casualty insurance market in our state. The commission has opened its doors not only to the insurance
industry but also to other state agencies and special interest groups to fully explore and address al avenues
of property and casualty insurance costs to consumers and business owners.

Updates were presented to the commission on the progress of the Louisiana Citizens Property Insurance
Corporation including its plan of operation, Act NO. 1256 which pertained to limiting the use of credit
scoring for personal insurance, and Act No. 351 which created the flexible rating system. The flexible rating
system report contained the preparations by the Department of Insurance and the office of property and
casualty to ready itself for the effective date of January 1, 2004.

The Louisiana Property and Casualty Insurance Commission will continue to monitor the flexible rating
system and report on its progress. Another topic of discussion was how to compose the most effective
legidative proposals combining highway safety issues and insurance cost-related factors that would result in
reduced insurance rates. Two additional issues the commission has continued to explore are repealing the
direct action statute and lowering the jury tria threshold.

PAGE 48 LouisiANA DEPARTMENT OF INSURANCE



OFFICE OF PROPERTY & CASUALTY...

The commission formed an ad-hoc subcommittee to address the subject of lowering the jury tria threshold in
Louisiana. The subcommittee’s charge was to meet and explore common ground between interested parties
regarding this issue. There was representation from the Louisiana District Attorneys Association, the
Louisiana District Judges Association, the Police Jury Association of Louisiana, the Louisiana Trial Lawyers
Association, the Property Casualty Insurers Association of America and the American Insurance Association.
After receiving extensive testimony by all representatives, there was no consensus. The commission will
continue to study this issue.

FuTure Stupy PoINTS

The Louisiana Property and Casualty Insurance Commission will continue to study and develop legidative
recommendations including:

» Repeat DWI Offenders

» Underage Drinking

» Seat Belt Usage for All Occupants
» Aggressive Driving

» Driver's License Point System

» Red-Light Cameras

» Building Codes

PuBLICATIONS

The Louisiana Property and Casualty Insurance Commission publishes a newsletter, The Property &
Casualty Insurance Commission Monthly Report.
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OFFICE OF FINANCIAL SOLVENCY

The Office of Financial Solvency consists of four divisions:

» Financia Examinations and Analysis

» Market Conduct

» Actuarial

» Surplus Lines and Insurance Premium Tax

These divisions work together to examine and monitor the financia condition and market conduct activities
of al insurers approved to conduct the business of insurance in Louisiana. The type of regulated insurer
varies and includes Louisiana domiciled (domestic), out of state (foreign) and out of country (alien) insurers.
These companies may operate as life, health, property and casuaty, health maintenance organizations,
surplus lines, salf-insurance funds (primarily workers' compensation insurance), vehicle mechanical
breakdown companies and automobile clubs.

This office is staffed primarily by accounting and actuaria professionals who review the financial condition
of insurers for the protection of the policyholders and taxpayers of Louisiana

FINaANCIAL EXAMINATIONS & ANALYSIS DIVISION

This division is divided into two units: the financia examinations unit and the financial analysis unit. The
financial examinations unit performs on-site examinations, at least once every five years, as required by
statute, of the financial, corporate and marketing practices of Louisiana domiciled insurers under the
provisions and requirements of the Louisiana Insurance Code. Examinations may entail a review of al
operations of insurers and their related transactions with affiliates, or be confined to limited or targeted areas
relating to the insurers’ activities.

The financial analysis unit analyzes the periodic financial statements and other required filings of licensed
insurers. The activities of the analysts are important in the early detection of financially troubled insurers.
During the course of the year, the analyst will review consumer complaint data, financial statements, holding
company registration statements, affiliated transactions, investments and other items. In addition, this unit
performs financial reviews of insurance company acquisition transactions and insurance company licensing
applications and mergers.

PAGE 52 LouisiANA DEPARTMENT OF INSURANCE



OFFICE oF FINANCIAL SOLVENCY...

MARKET ConbucT DIVISION

The market conduct division monitors the sales, marketing, underwriting, policy issuance and claims
administration activities of insurance companies and producers to determine whether the acts and/or
practices of insurance companies are unfair and/or deceptive to policyholders and/or beneficiaries and to
determine if the practices are in violation of Louisiana insurance laws or regulations.

In addition to halting any illegal, unfair or deceptive practices, this divison also seeks sanctions or penalties
against insurers and producers for these practices.

ACTUARIAL DIVISION

The actuarial division is composed of two units: the life and health actuarial unit and the property and
casualty actuaria unit. The actuarial division provides actuarial analysis of insurance legidation.

The life and health actuarial unit provides actuarial expertise in the determination of the adequacy of the
reserve liabilities established by life and health insurers and health maintenance organizations.

The property and casualty actuarial unit provides similar actuarial and reinsurance expertise to the
examination and analysis of property and casualty insurers, title insurers, vehicle mechanical breakdown
companies and self-insurance funds.

In 1995, legidation was enacted to require workers' compensation group self-insurance funds to file rates
and rules with the Department of Insurance for approval. The commissioner of insurance delegated review
and action authority to the office of financial solvency. Actuaria services staff reviews these filings for rate
adequacy and statutory compliance and recommends a course of action to the deputy commissioner for the
office of financia solvency.

Tables 20 and 21 on the following page summarize activities on workers' compensation group self-insured
funds for the last three fiscal-year periods.
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AcTUARIAL D1vISION...

GROUP SELF-INSURANCE FUNDS

RaTe/RULE FiLINGS REVIEWED

TABLE 20 3-YEAR HisToORY
Fiscal Year Approved  Disapproved Withdrawn

07-01-2003 to 06-30-2004 6 1 0
07-01-2002 to 06-30-2003 3 0 0
07-01-2001 to 06-30-2002 0 0 0
GRroup SELF-INSURANCE FuNDs

TasLE 21 TotaL PREMIUMS WRITTEN
3-YEAR HisToORY

Calendar Year Totals

Premiums Written During 2003 $184,132,557
Premiums Written During 2002 $160,767,544
Premiums Written During 2001 $131,257,017

SURPLUS LINES & INSURANCE PREMIUM TAX DIVISION

The surplus lines and insurance premium tax division (hereafter referred to as tax division) is responsible for
the enforcement of all tax-related statutes of Title 22, the Louisiana Insurance Code. The mgjor function of
this division is the collection and classification of taxes and penalties from licensed insurance companies and
surplus lines producers. In addition, the tax division is responsible for the collection and classification of

renewal license and filing fees for admitted and approved unauthorized insurers.

For the year ended December 31, 2003, the tax division collected $123,922,285 in taxes from licensed
insurers and $37,936,738 in taxes from surplus lines producers. The division is also responsible for

compiling, sorting and distributing premium taxes to parishes and municipalities for tax reconciliation
purposes. Also, the tax division regulates more than 650 licensed surplus lines producers and routinely

examines these producers for compliance with the Louisiana Insurance Code.
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HistoricaL DaTA

The following schedules indicate an aggregate three-year historical data by category presented on a
calendar-year basis.

SurPLUS LINES & INSURANCE PREMIUM TAXES
3-YEAR HistoricaL DaTa BY CATEGORY
By CALENDAR YEAR TaBLE 22

TOTAL LIFE, ACCIDENT & HEALTH COMPANIES (INCLUDING HM DI

Year GrossPremiums Gross Tax Net Tax

2001 3,211,896,623 72,441,193 31,030,597
2002 3,476,869,460 78,394,275 35,039,520
2003 3,754,077,173 84,615,839 39,525,918
Year GrossPremiums Gross Tax Net Tax

2001 5,330,082,065 159,677,029 59,099,170
2002 6,020,456,730 180,368,371 67,841,230
2003 6,573,374,360 197,017,424 80,321,035
Year GrossPremiums Gross Tax Net Tax

2001 1,132,516,250 25,482,480 1,274,257
2002 1,074,480,878 24,176,525 1,208,959
2003 1,146,438,600 25,795,710 1,293,125
Year GrossPremiums Gross Tax Net Tax

2001 58,075,003 1,750,973 1,729,570
2002 71,845,349 2,164,402 2,135,217
2003 93,625,016 2,817,509 2,782,207
Year GrossPremiums Gross Tax Net Tax

2001 502,346,254 25,117,313 25,117,313
2002 655,954,021 32,797,701 32,797,701
2003 758,734,765 37,936,738 37,936,738
Year GrossPremiums Gross Tax Net Tax

2001  10,234,916,195 284,468,988 118,250,907
2002  11,299,606,438 317,901,274 139,022,627
2003 12,326,249,913 348,183,220 161,859,023
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OrricE oF LicENsING & COMPLIANCE

The Office of Licensing & Compliance is made up of two divisions:
» Licensing Division
» Producer Licensing

» Company Licensing
» Life & Annuity Division

LICENSING DIVISION

ProDUCER LICENSING

PuUrPOSE

The producer licensing unit licenses al insurance producers — individuals, partnerships and corporations — as
Title 22 (the insurance code) mandates. The staff provides necessary information and forms to prospective
applicants for licenses. This includes:

» Examining applications to determine that applicants meet al requirements for
being trustworthy and competent to serve the public. Recommendations to
“approve’ or “disapprove’ applications are based on such factors as crimina
history, lawsuits, bankruptcy and disciplinary actions in Louisiana or other states.

» Distributing forms, giving instructions and providing guidance to potential
applicants.

» Responding to inquiries from the public concerning the status of producers.
» Overseeing the producer testing program.

» Assuring quality programs for prelicensing education and continuing education
by enforcing Rule 9 and Rule 10 that govern these programs respectively. The
purpose is to protect the public, maintain high standards of professional
competence in the insurance industry, maintain and improve the insurance skills
and knowledge of producers.
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| MPLEMENTATION

» Monitoring of all producers negotiating contracts of insurance to assure proper
licensing and appointments by licensed insurers.

» Recording of regulatory actions against producers, whose licenses have been
revoked, suspended, fined or subject to other administrative action. This ensures
that additional licenses and appointments will not be issued until such time as the
licensee is digible for reinstatement or renewal.

» Reviewing of examination questions, prelicensing and continuing education
provider applications and course content to assure that licensees are well
prepared and knowledgeable in insurance.

» Maintaining of producer databases for use by other state insurance departments,
courts and law enforcement agencies. The databases are public record, available
to consumers.

The dtatistical data in Table 23 provides information concerning the activities of agent licensing during the

2003-2004 Fiscal Year.

AcCTIVITIES OF AGENT LICENSING TasLE 23
Resident Life, Health & Accident Licenses Issued 3,592
Non-Resident Life, Hedth & Accident Licenses Issued 5,348
Resident Property & Casualty Licenses |ssued 2,481
Non-Resident Property & Casualty Licenses Issued 5,400
Company Appointments Processed 401,068
Life, Hedlth & Accident Renewal Applications Processed 38,747
Number of Insurance Exams Monitored 7,099
Continuing Education Course Applications Approved 1,172
Telephone Calls Handled 73,602
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CoMPANY LICENSING

PuUrPOSE

Company licensing coordinates the licensing of insurance companies and other entities that require licensing
and/or registration as mandated by the insurance code. This includes:

» Distributing forms, giving instructions and offering guidance to potential
applicants.

» Responding to inquiries from the public regarding the status of licensed and
registered companies.

» Reviewing applications for completeness and advising applicants about omitted
or additional information required for completion.

» Coordinating the review of applications with other divisions in the
department to ensure the fastest response possible and to minimize redundant
requests for information.

» Recording changes to records of insurance companies such as corporate structure,
name, additiona lines of business, mergers and acquisitions, issuance of
certificates of compliance, dissolution of domestic insurance companies and
withdrawal of foreign insurance companies.

| MPLEMENTATION

» Processing applications in atimely and efficient manner as possible in order to
provide citizens the widest selection possible of financialy stable insurers from
which to select coverage.

» Bvaluating the application process to make the process as uncomplicated as
possible, while ensuring compliance with applicable insurance laws as they
change adopting changes necessitated by the changing insurance industry.

» Bvaluating current statutes and suggestion of amendments to existing laws for the
continued betterment of the overall process.

» Maintaining databases for use by all divisions of the department. The records are
available to courts and law enforcement agencies. The databases are public
record, available to consumers to help them in making their insurance buying
decisions.
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AcTivITIES OF COMPANY LICENSING TABLE 24
No. No. No. No.
Recelved Approved Disapproved Withdrawn

Function
Certificates of Authority (Initid) 0 0 0 0
Dissolutions 2 2 0 0
Acquistions/Mergers 1 1 0 0
Form“A” Exemption Requests 4 3 1 0
Regulation 66 Requests 66 63 0 3

Function FOREIGN & ALIEN
Certificates of Authority (Initid) 9 8 0 1
SurplusLines Approva (Initial) 6 6 0 0
Accredited Reinsurers 0 0 0 0
Withdrawals 5 3 1 1

Function FOREIGN & DOMESTIC
TPA Applications 30 27 2 1
Risk Purchasing Groups 6 6 0 0
Risk Retention Groups 1 1 0 0
Dentad Referral Plans 4 4 0 0
Viétical Settlement Brokers 2 2 0 0
Viétical Settlement Providers 0 0 0 0
Security Regigtrations 1 1 0 0
MNRO/IRO Applications 10 9 0 1
Specidty Insurers 2 1 1 0
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LirE & ANNUITY DIVISION

PuUrPOSE

The life and annuity division investigates consumer complaints involving underwriting, claim handling,
policyholder services and marketing practices of life insurers and producers doing business in Louisiana.
This division also reviews life, annuity and long-term care contract forms submitted by insurers for
compliance with applicable statutes, rules and regulations. Additionally, the division provides information,
advice and assistance to consumers and industry representatives by responding to inquiries, making public
presentations and supplying informational pamphlets and brochures. This includes:

» Resolving policyholder grievances with respect to life insurance and annuity
coverage and policyholder’s legal rights.

» Enforcing industry compliance with consumer protection regulations.

» Reviewing life insurance and annuity contract forms and long-term care
contract forms for compliance with applicable statutory requirements.

» Educating the public about insurance coverage, legal rights and avoiding future
problems.

| MPLEMENTATION

» Investigating complaints and other concerns in order to evaluate and
properly dispose of violations of the Insurance Code, to obtain resolution of
consumer disputes involving claims or refunds and disputes involving issuance or
renewal of coverage and to rule out illegal marketing practices.

» Reviewing life insurance, annuity and long-term care contract form filings
and approving or disapproving forms based on compliance or noncompliance
with applicable statutes.

» Counseling, advising and providing information to consumers regarding
insurance-related matters, in response to inquiries received by telephone, letter or
in person.

» Disseminating consumer brochures, pamphlets, complaint statistics and
providing experienced, knowledgeable speakers offering valuable
information on insurance issues and products.

» Assisting consumers by facilitating requests for information relative to life
insurance policies covering deceased members of their immediate families.
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ACTIVITIES OF THE LIFE & ANNUITY DivisioN TaBLE 25

Total Consumer Complaints:

Opened 610
Closed 627
In Progress at End of Fiscal Year 79
Total Complaint Forms Mailed 776
Total Publications Distributed 57
Total Complaint Correspondence Completed 1,023

Amount of Funds Recovered
on Behalf of Consumers $864,196
Total Life & Annuity and Long-Term Care

Policy Forms:
Received 10,183
Pending a Beginning of Fiscal Year 133
Processed 9,897
Approved 7,460
Disapproved 1,913
Withdrawn 145
Certified Approval* 379
Telephone Inquires Handled
(includes Life & Annuity plus other calls) 17,864
Walk-Ins Assisted 81
General Correspondence Completed 5,302

* Certified Approval: Expedited approval by the department of a complete filing based upon the inclusion of a
Satement of Compliance and a Certification of Compliance, executed by an officer or authorized
representative of the filing insurer on a form prescribed by the department. The department shall by directive
determine those specific types of coverages and particular types of contracts for which the certified approval
procedure is either required or available at the option of the insurer.
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ANNUAL CoNSUMER COMPLAINT REPORT

LirE & ANNUITY DIVISION

R.S. 22§1219 REPORT BY THE COMMISSIONER

The commissioner of insurance shall annually submit a report to the Senate and
House of Representatives Committees on Insurancerelative to complaintsreceived
and actions taken pursuant to the provisions of this Part. Such report shall contain
information relative to the number of complaints received, and the disposition of
same, the amount collected in penalties, the cost of all related proceedings, and
such other information as the commissioner deems pertinent or the insurance
committees shall request.

Effective July 1, 1998, the former office of licensing and market compliance was reorganized to become the
office of licensing and compliance. Restructuring of the various divisions resulted in al health complaints
being handled by the office of health insurance.

All life and annuity contract forms, plus long-term care contract forms, were retained within the life and
annuity division, with al other health contract forms being shifted to the office of health insurance.
Medicare supplement contract forms were transferred from the life and annuity division to the office of
health insurance effective August 1, 1999.

Comparative figures for life and annuity complaints handled during the 2003-2004 Fiscal Year, were
extracted from the complaint database. The life and annuity division completed processing of 610 life and
annuity complaints, as compared to 534 during the 2002-2003 Fiscal Year. The efforts of this division
resulted in reimbursements and claim settlements totaling $864,196 being realized by consumers. (See Table
26 on Page 66 for total complaints by coverage type.)

Chart 9 on the next page shows a six-year comparison of all life and annuity complaints.
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ANNUAL CoNSUMER REPORT...

LiFe & ANNUITY COMPLAINT TOTALS
6-YEAR HISTORY CHART 9
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ANNUAL CONSUMER REPORT...

LiFe & ANNUITY COMPLAINT STATISTICS

ThaBLE 26 TotaL NumBER oF ComPLAINTS By CovERAGE TYPE
No. Pending No. Filed % Of Total No.Closd  No.InProgress
o GRS B R T B
601 - Life/Individua 39 380 62.30% 374 45
602 - Life/Group 2 105 17.21% 97 10
603 - LifelAnnuity 4 29 4.75% 23 10
604 - Life/Credit 0 14 2.30% 13 1
605 - Life/Indudtria 0 3 0.49% 2 1
607 - Vaigble Annuity 0 9 148% 8 1
608 - VaiadeLife 0 3 049% 1 2
610 - Burid 0 3 0.4%% 3 0
611 - Viaicd Setlement 0 2 0.33% 2 0
614 - Long-Term Care 47 61 10.00% 103 5
690 - Life/Other 0 1 0.16% 1 0
Totals 2 610 100.00% 627 75
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OFrFICE OF HEALTH INSURANCE

The Office of Health Insurance consolidates the regulation of state and federal regquirements applicable to
commercial and government-operated health benefit plans.

This office provides protection to Louisiana consumers, assures continued viability of health benefit plans
and determines whether enhancements or modifications are necessary to assure continued compliance. There
are currently six divisions in operation:

» Louisiana Health Care Commission

» Quality Assurance

» Senior Health Insurance Information Program

» Quality Management Insurance Contracts and Forms
» Supplemental Health Products

» HIPAA Quality Management Consumer Affairs

LouisiaNnA HEALTH CARE COMMISSION

L EGISLATIVE BACKGROUND

On July 14, 1992, the governor signed into law Act No. 1068 of the 1992 Regular Session of the Legislature,
creating the Louisiana Health Care Commission (R.S. 2289). The Louisiana Health Care Commission
(LHCC) is a 49-member advisory board that undertakes comprehensive review of complex health care issues
facing Louisiana

During the 2004 Regular Session of the Louisiana State Legidature, Act No. 495 amended R.S. 2289 to
remove one dissolved organization, and add six new organizations to the commission, expanding the
membership from 44 to 49 members. The new members include:

M

National Independent Insurance Agents

> National Medical Association

National Association for the Advancement of Colored People
Association of Community Organizations for Reform Now

» Louisiana Council on Human Rights

National Dental Association

N

M

M

N

M

PuUrPOSE

Through a broad perspective, the commission examines al health policy developed by the Department of
Insurance. The commission makes recommendations to the commissioner of insurance on all such policy and
makes recommendations for reform of the health care and health insurance systems in Louisiana, in order to
make access to quality health care more affordable and available for its citizens.
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The commission examines the rising costs of health care in the state, including, but not limited to, the cost of
administrative duplication, the costs associated with excess capacity and duplication of medical services and
the costs of medical malpractice and liability. The commission further examines the formation and
implementation of insurance pools that help citizens obtain health insurance at affordable costs and
encourage employers to obtain health care benefits for their employees by increased bargaining power and
economies of scale for better coverage and benefit options at reduced costs. The commission also examines
the implementation issues related to national health care reform initiatives.

The commission may conduct public hearings to receive testimony about the availability and affordability of
health care in the state. It aso recelves information and testimony from regional and national experts on
health care access issues as needed. The commissioner of insurance submits an annual report to the state
legidature on the studies, actions and recommendations of the Louisiana Health Care Commission.

M EMBERSHIP

The Louisiana Health Care Commission is composed of a great variety of interests and health care experts,
including health care insurers and providers, community leaders, as well as an assortment of consumer
interests. Members are aso from the governing boards of Louisiana's state colleges and universities, the
Senate and House Insurance Committees and at-large appointments designated by the commissioner of
insurance.

M EETINGS AND SUBCOMMITTEES

The Louisiana Health Care Commission conducted 13 public meetings during the fiscal year July 1, 2003,
through June 30, 2004. On July 1, 2003, the Louisiana Health Care Commission began a new two-year study
period with members giving their suggestions on possible study issues.

The commission approved three subcommittees for study.
» Private Insurance Market Individual/Group

» Pharmaceutical
» Strategic Planning
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LoursiaNna HEALTH CARE COMMISSION...

PrivaTE INSURANCE M ARKET INDIVIDUAL/GROUP SUBCOMMITTEE

The Private Insurance Market Individual/Group Subcommittee was created for the 2003-2005 two-year study
period. The subcommittee held its first of three meetings on January 23, 2004. The subcommittee agreed to
study potential mechanisms to address the issue of the uninsured and underinsured population as it relates to
the private insurance market. There were detailed discussions by the subcommittee about Association Health
Plans and economic development issues relating to the private health insurance market.

On February 27, 2004, the subcommittee made six forma recommendations to the full commission for
consideration. The commission approved all six and they were presented to the commissioner of insurance
for his review and potential implementation.

The Louisiana Health Care Commission and its members aso participated in additional study groups during
the 2003-2004 study period. A brief description follows.

LACHOICE Work GRroupr

Act No. 424 of the 2003 Regular Session authorized the Department of Insurance and the Department of
Health and Hospitals to establish a pilot health insurance program for small employers — LaCHOICE.
LaCHOICE is a health insurance program designed to increase access to affordable health insurance for
small employers. Commercial insurers may offer the plan to small employers who have 50 or fewer
employees and have not offered health insurance benefits to their employees in the previous six months.

Act No. 813 of the 2003 Regular Session directed the Department of Health and Hospitals to develop a
Health Insurance Flexibility and Accountability (HIFA) waiver proposa for approval by the Joint Legidative
Committee on the Budget during the 2004 Regular Session. The Joint Legidlative Committee on the Budget
approved this proposa during the 2004 session. LaCHOICE will be included as a component of a HIFA
waiver application to the Centers for Medicare and Medicaid Services. The use of afederal waiver as the
vehicle to fund LaCHOICE allows Louisiana to use federal funds to supplement the payment of the
insurance premium up to 50 percent.
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During the development process, the origina LaCHOICE work group merged with the HIFA Waiver
Advisory Task Force in order to focus on the development of the HIFA waiver. Members of the origina work
group consisted of insurance carriers, consumer representatives, health care providers and Louisiana Health
Care Commission members.

Act No. 751 of the 2004 Regular Session further outlines specific requirements and details including
eligibility criteria for participation in the LaCHOICE program.

Task Force oN THE WORKING UNINSURED

Senate Concurrent Resolution (SCR) 48 of the 2002 Regular Session of the Legislature created the Task
Force on the Working Uninsured. The purpose of this task force is to study and make recommendations for
providing health coverage to Louisiana s working uninsured citizens. The task force was to conclude its
study on January 1, 2004.

House Concurrent Resolution (HCR) 105 of the 2004 Regular Session authorizes the office of health
insurance of the department to staff the 25-member task force and also extends the study period to January 1,
2007. The Louisiana Health Care Commission staff will work with the chairperson and members of the task
force to complete its mission.

During this reporting period, the Task Force on the Working Uninsured held one meeting on June 14, 2004.

OTHER KEY I ssues ADDRESSED DuURING THE 2003-2004 Strupy PERIoOD

On November 19, 2003, the Louisiana Health Care Commission sent a letter to Governor Kathleen B. Blanco
advising her of the work and mission of the Louisiana Health Care Commission. The commission aso
informed Governor Blanco of the LaCHOICE program and the development of the HIFA waiver.

On April 7, 2004, the Louisiana Health Care Commission sent a letter to Governor Blanco in support of the
approval of the HIFA waiver.

The commission adopted a resolution on April 23, 2004, in support of Covering the Uninsured Week.
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Loursiana HEALTH CARE COMMISSION...

L ouisiANA DEPARTMENT OF | NSURANCE ANNUAL HEALTH CARE CONFERENCE

The Louisiana Department of Insurance, in conjunction with the Louisiana Health Care Commission, held its
eighth annual Health Care Conference on September 23, 2003, in Baton Rouge, Louisiana

Approximately 900 people were in attendance, representing various segments of the health care industry.
State and national speakers addressed issues concerning the private insurance market; the effect of

regulations on hospitals, physicians and carriers; health care reform efforts; the uninsured, on a state and
national level, and focused-care facilities.

AGENDA FOR 2004-2005

During its 2004-2005 study, the Louisiana Health Care Commission plans to:

» Conduct meetings of the Strategic Planning Subcommittee and the
Pharmaceutical Subcommittee.

» Monitor the progress of the HIFA Waiver and participate in the further
development of the LaCHOICE program.

M

Follow the progress of the Governor’s Health Care Reform Panel.

M

Participate in the development of the conference agenda for the 2004 ninth
annual Headth Care Conference, October 12, 2004.

v

» Continue monitoring all federal and state legidation and make recommendations
accordingly.

M

Follow implementation of the Federal Medicare Prescription Drug Improvement
and Modernization Act.

» Assst the legidative staff of the House and Senate Committees on Insurance to
achieve the mission of the Task Force on the Working Uninsured.
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QUALITY ASSURANCE DIVISION

PuUrPOSE

The quality assurance division's responsibility is to assure compliance by Medical Necessity Review
Organizations (MNROs) and health insurance issuers in accordance with Chapter 7 and Part VI-D of
Chapter 1 of the Louisiana Insurance Code.

The Louisiana Legislature passed Act No. 401 of the 1999 Regular Session, mandating the authorization or
licensure of entities making medical necessity determinations (R.S. 2283070). This law also provides for
uniform standards for such organizations, so that all health plans follow the same standards in resolving
disputes about determining the medical necessity of health care services. Additionally, internal and external
grievance procedures have been established to appeal adverse medical necessity determinations.

Additionaly, in 1999, the Louisiana Legislature passed Act No. 1017, Standards for Health Insurance
Coverage (R.S. 228250.31), which establishes procedures and time frames for the payment of health
services by both Health Maintenance Organizations (HMOs) and health insurance plans. The division
investigates provider and consumer complaints against insurance companies when medical claims are not
paid timely. The dividion also assures compliance by all health insurance issuers of standards regarding
notices and disclosures outlined in Act No. 1157, the Health Care Consumer Billing and Disclosure
Protection Act of 2003 (R.S. 228250.41).

The mission of the quality assurance division is to establish and enforce procedures for continuous review
of quality care, performance of providers and the utilization of health services. Included in these measures
are assessments, fines, and grounds for revocation or suspension of licensure for MNROs and health
insurance issuers not in full compliance with the law. This division is committed to regulating the quality of
health care coverage for the citizens of Louisiana fairly and efficiently, while setting standards to
accomplish this goal.

APPLICATIONS/L ICENSURE

Any applicant for licensure as a MNRO must submit an application to the commissioner of insurance on a
form designated by the Department of Insurance and accompanied by any supporting documentation
required by the commissioner. Health insurance issuers are not required to pay the licensing fee; however,
any entity other than a health insurance issuer that applies for licensure must pay an initia licensure fee as
specified in Section 6211(D) of Regulation 77. The division continues to receive and reviev MNRO
applications and make recommendations for licensure.
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QUALITY ASSURANCE DIVISION...

Process ForR ArPPROVAL OF MNRO L ICENSE/AUTHORIZATION

» Origina application is sent to company licensing to review for completeness.

» After Licensing receives appropriate information, a copy of the application is
forwarded to the quality assurance division and the fraud division for review.

» Once al information is received and is deemed a complete application by the
quality assurance division, the application is sent to the licensing division,
recommending approval of the application.

» After reviewing the recommendations of the quality assurance division and the
fraud division, company licensing will route the application to the appropriate
authorities of the company licensing and compliance division, the office of health
insurance, the Insurance fraud division, the legal division and the office of
management and finance for fina approval.

» The actua licensing of a MNRO or authorization of a health insurance issuer as a
MNRO is processed by the company licensing section of the office of licensing
and compliance.

ANNUAL REPORTS

In the third quarter of FY 2003-2004, the Quality Assurance Division began reviewing MNRO annual reports
in accordance with R.S. 2283075(B). Annual reports and applications are both considered “filings’ and
reported below in Table 27 as a combined total. MNROs and health insurance issuers submit annua reports
to the Department of Insurance listing the number of medical necessity reviews and the resolution of these
reviews.

AcTiviTIES OF QUALITY AsSURANCE Division

TaBLE 27 APPLICATIONS/ANNUAL REPORTS/EXAMINATIONS
Total Applications’/Annual Reports Received 145
Number of Applications/Annua Reports Approved 112
Total Applications Pending Final Action 34
Total Examinations Completed 16
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EXAMINATIONS

Pursuant to R.S. 2283091(A), the commissioner has authority to examine the affairs of any MNRO or health
insurance issuer as often as necessary but not less frequently than once every three years. The division
developed procedures for examining MNROs in the fourth quarter of 2002-2003 Fiscal Year and began

actual MNRO examinations in the 2003-2004 Fisca Year.

COMPLAINTS

In addition to reviewing MNRO applications and annual reports, the quality assurance division processed
complaints concerning medical necessity and timely payment of claims during the 2003-2004 Fiscal Year.

AcTiviTIES OF QUALITY AsSURANCE DivisioN

CoMPLAINT INVESTIGATIONS REVIEWED TABLE 28
Total Complaints Received 177
Total Complaints Concluded 198
Total Complaints Pending after June 30, 2004 29
Total Benefits & Refunds Recovered $232,933
Total Prompt Pay Interest Payments Recovered $13,926
Tota Fines Levied $500
AcTiviTIES OF QUALITY AsSURANCE DivisioN
PuBLIic SERVICE ASSISTANCE TABLE 29
Total Telephone Calls Handled 3,085
Total Publications Distributed 162
Total Workshops/Presentations Conducted 11
Totd Interviews/Presentations Conducted 12
Total Responses to Inquiries Handled 138
2003-2004 ANNUAL REPORT Pace 75



OFFICE OF HEALTH INSURANCE...

QUALITY ASSURANCE DIVISION...

L ooKING AHEAD

During the next fiscal year, the quality assurance division will continue to enforce the provisions of Chapter
7, Medical Necessity Review Organizations and Part VI-D of Chapter 1, Standards for Health Insurance
Coverage, of the Louisiana Insurance Code. To accomplish this goal, the division will follow a detailed
reporting process in conjunction with its examination process to assure compliance by all Medical Necessity
Review Organizations and health insurance issuers.

MNROs and health insurance issuers found not in full compliance with the provisions of Chapter 7 and Part
VI1-D of Chapter 1 may be assessed a monetary penalty by the commissioner of insurance and/or face
suspension or revocation of the health insurance issuer’s certificate of authority or the license of the MNRO
to operate in this state.

This division will continue to enforce the provisions of Part VI-E of Chapter 1 of Title 22, Hedlth Care
Consumer Billing and Disclosure Protection Act, to assure compliance by all health insurance issuers of
standards regarding billing notices and disclosures.

Act No. 671 authorized the Department of Insurance to enforce provisions enacted during the 2004 Regular
Session of the Legidature as Part | of Chapter 1 of Title 22, Health Care Provider Credentialing, to provide
for a credentialing process for health insurance issuers who contract directly with health care providers for
health care services. The Department of Insurance is further authorized to promulgate rules and regulations
pursuant to the provisions of this act to establish reasonable requirements and standards for the processing of
health care provider credentialing application forms by health insurance issuers. The quality assurance
division will assure compliance to these regulations by all health insurance issuers.

Act No. 876 authorized the Department of Insurance to enforce provisions enacted during the 2004 Regular
Session of the Legidature as Part VI-F of Chapter 1 of Title 22, Standards for Pharmacy and Pharmacist
Claims. The division will assure compliance by all health insurance issuers to this act by enforcing its
provisions, which are relative to the prompt payment of health insurance claims submitted by pharmacies or
pharmacists. Any health insurance issuer, agent or third party found in violation of this Part may be assessed
amonetary penalty by the commissioner of insurance and/or face suspension or revocation of the health
insurance issuer’s certificate of authority.
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SENIOR HEALTH INSURANCE

INFORMATION ProGgraM (SH

)

In addition to the other services offered consumers, specialized services are available to senior citizens and
Medicare beneficiaries through the SHIIP (Senior Health Insurance Information Program). SHIIP recruits
and trains counselors, statewide, on: Medicare, Medicare Supplement (Medigap), Medicare Plus Choice
Organizations, long-term care insurance and other types of health insurance. The counselors, in turn, provide

related information to senior citizens in all areas of the state.

The health insurance counseling program is a volunteer education and protection program that is reliant upon
a network of sponsoring organizations across the state, primarily Councils on Aging and Area Agencies on
Aging. Prior to establishment of the ICA (Insurance Counseling Assistance) grants program, insurance
counseling, claims filing assistance and the provision of information of Medicare and Medicaid were not
available on a statewide basis to Louisiana’ s more than 600,000 Medicare beneficiaries.

STATISTICAL SUMMARY OF ASSISTANCE PROVIDED TO
SeENIOR CiTizENS BY THE SHIIP
ProgrAM AND VOLUNTEER COUNSELORS TaeLE 30

Number of Hours Used by Volunteer Counselors
Number of Individuals Assisted by Counselors
Amount of Savings to Individuals Counseled

Number of Publications Disseminated

Presentations Conducted

Number of Individuals in Attendance at Presentations
Number of Initia and Follow-up Training Sessions

2,018
9,291
$772,149
63,811
151
7,265

3
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QUALITY MANAGEMENT INSURANCE
CONTRACTS AND FORMS DIVISION

PuUrPOSE

This division performs detailed analyses and reviews of major medical plans and insurance and health
maintenance organization (HMO) contract form filings related to products proposed for marketing and issue
to the public. Such filings include policy forms, rates and advertising. The division's emphasis is:

» Compliance with all applicable state and federal laws, rules and regulations.
» Prohibiting any inconsistent, ambiguous or misleading language, text or format.

» Assuring that any exceptions and/or conditions affecting the risk are clearly
stated and reasonable.

» Determining that advertisng and marketing plans are not deceptive.

This division also examines and manages insurers’ plans for replacing a particular health insurance product
or discontinuing business atogether in the individual, small or large employer group markets. The divison's
emphasis is.
» Assuring consumer protection of all affected Louisiana citizens to the extent
required by law.

| MPLEMENTATION

This division implements its statutory authority over major medical plans and insurance and health
maintenance organization (HMO) contract form filings by accomplishing the following:

» Approving, disapproving and/or withdrawing prior approval on health benefit
plan filings.

» Negotiating corrective action to assure that consumers negatively affected by
outdated and improper policy forms are made whole.

» Pursuing administrative sanction where necessary to protect the public.
» Providing information and technical assistance to insurers, health maintenance

organizations and plan administrators. Improving procedures and requirements in
order to expedite the filing, review and approva processes.
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» Promulgation of Regulation 78 — Policy Form Filing Requirements - This
regulation brings all requirements for policy form filings into one concise and
coherent document, corrects the disparate time periods alowed for review of
policy form filings, establishes procedures for withdrawal of approval, mandates
notice of discontinuation of a product, and allows for an expedited certified
approval process. It aso includes general requirements and requires health
insurance issuers to complete a Statement of Compliance identifying where the
filing is in compliance with applicable requirements of law.

» Policy Form Matrix (PFM) - The PFM houses over 300 specifically defined
health insurance product codes linked to hundreds of legal requirements for
policy form, rate and advertising content, marketing and administration.
Available to health insurance issuers via the Internet, the PFM generates a unique
Statement of Compliance, listing only those legal requirements applicable to a
specific product type.

This division implements its statutory authority over major medical plan and insurance and health
maintenance (HMO) contract form discontinuations by accomplishing the following:

» Reviewing proposed notices of nonrenewa and the products to be nonrenewed to
assure that proper notice is provided to al parties in accordance with the
requirements of law, or the terms and provisions of existing contracts, whichever
is more favorable to the policyholders.

» Monitoring al insurers exiting a market or markets in order to prohibit reentry
for a period of five years from the date the last coverage is nonrenewed.

This division verifies the manner in which health insurance issuers exercise the right to discontinue offering
coverage in the various health insurance “markets’ subject to HIPAA regulation. Short-term major medical
and all forms of limited benefit products are excepted from this regulation.

(1) The LARGE GROUP MARKET consists of comprehensive health coverage sold
to employer groups with more than 50 employees.

(2) The SMALL GROUP MARKET is made up of comprehensive health coverage
sold to employer groups with 2 - 50 employees.

(3) The INDIVIDUAL MARKET includes employer groups with only one employee
and all comprehensive health coverage sold to individuals, with or without
dependents, or to specia groups without employer involvement (blanket policies).

(4) The ASSOCIATION MARKET resdtricts eligibility for coverage to members of a
bona fide association. Such comprehensive health coverage may be made available
to individual members or to employees of employers that are members.
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QUALITY MANAGEMENT INSURANCE CONTRACTS AND Forms DIVISION...

Health insurance issuers must furnish notices to individuals, plan sponsors and participants at least 90 days
prior to nonrenewing a particular type of product and include an offer of replacement coverage on a
guaranteed-issue basis.

Minimum notice of 180 days is required prior to nonrenewal of all business within a market or markets.
Issuers that choose to discontinue renewal of all coverage in one or more of the various markets are
prohibited from reentering the affected market(s) for a period of five years from the date the last coverage is
nonrenewed

There were no company withdrawals in the health insurance market in Louisiana during the 2003 — 2004

Fiscal Year. See Tables 31 and 32 for the group and individual health insurance carriers by “percentage of
market share” in Louisiana for the 2003 Calendar Year.

GRroupr HEALTH INSURANCE MARKET SHARE

TasLE 31 CALENDAR YEAR 2003
% Of
Company Name Market
Blue Cross and Blue Shield of Louisana 30.2%
Ochsner Hedth Plan HMO 19.7%
United Hedlthcare HMO 11.3%
HMO of Louisana 10.4%
Coventry Hedth Care of LouisanaHMO 9.2%
United Healthcare Insurance Co. 7.2%
Hedlth Plus of LouisanaHMO 2.8%
Vantage Health Plan, Inc. 2.1%
Aetnalife 1.7%
New Y ork Life Insurance Co. 0.9%
Principal Life Insurance Co. 0.7%
Trustmark 0.7%
Unicare Life & Hedth Insurance Co. 0.6%
Pacific Life & Annuity Co. 0.3%
All Others 2.2%
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The quality management insurance contracts and forms division is responsible for determining the amount of
health insurance premiums subject to assessment pursuant to R.S. 228250.10. Only that portion of health

insurance business subject to HIPAA regulation is assessable. Staff is able to confirm any premiums deemed
“excepted” from assessment based upon the type of health insurance coverage written upon approved policy

forms.

Health insurance premiums collected during the 2003 Calendar Year that were subject to assessment totaled
$2,526,275,385. These premiums were assessed at 0.033 of 1.00 percent. A total of $741,940 has been

collected from 148 insurers.

INDIVIDUAL HEALTH INSURANCE MARKET SHARE

CALENDAR YEAR 2003 TaBLE 32

Carpary e )
Blue Cross and Blue Shield of Louisiana 59.7%
HMO of Louisana 15.3%
Ochsner Hedth Man HMO 8.2%
Fortis Insurance Co. 4.0%
Mid-West National Life Insurance Co. 2.2%
MegaLife & Health Insurance Co. 1.8%
Physicians Mutua 1.7%
State Farm 1.6%
Mutud of Omaha 0.6%
American Nationa Life Insurance Co. 0.5%
Cdltic Life Insurance Co. 0.5%
All Others 3.9%
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SUPPLEMENTAL HEALTH PRODUCTS DIVISION

PuUrPOSE

The supplemental health products division is responsible for performing detailed analyses and reviews of
Medicare supplementa benefit plan filings. This division is also responsible for the review and approval of
al limited benefit plan filings to assure compliance with al state filing procedures. Examiners in this
division can assist with the interpretation of statutes, rules and regulations, filing procedures and fees, and
the status request on pending filings, as well as answer inquiries and conduct investigations of consumer
complaints relative to limited benefit and supplemental health insurance products. The division's emphasis
is:

» Enforcing compliance with all applicable state and federal laws, rules and

regulations.

M

Prohibiting any inconsistent, ambiguous or misleading language, text or format.

M

Determining that advertising and marketing plans are not deceptive.

M

Monitoring for unfair trade or unfair claims settlement practices.

M

Educating the public and health insurance industry regarding legal rights,
obligations and requirements.

| MPLEMENTATION — M EDICARE SUPPLEMENTAL BENEFIT PLAN FILINGS

This division implements its statutory authority over Medicare supplemental benefit plan filings and
provides direct assistance and protection to consumers regarding benefits covered, proper payment of claims
and refunds, advertising, marketing, underwriting, changes in coverage, covered services, contractual terms,
and provisions, and policyholder services by accomplishing the following:

» Approving, disapproving, and/or withdrawing prior approval of Medicare
supplemental benefit plan filings.

» Negotiating corrective action to assure that consumers negatively affected by
outdated and improper policy forms are made whole.

» Pursuing administrative sanction where necessary to protect the public.

» Providing technical assistance to insurers and plan administrators in the revision
of filings to assure compliance as well as appropriate administration of coverage.
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» Investigating forma complaints involving underwriting, premium and rating,
cancellation/nonrenewal, discrimination, marketing practices, claims handling
and policyholder services of Medicare supplemental benefit plan filings.

» Bvaluating detailed findings of complaint investigations, recommending
corrective actions and overseeing implementation of these actions.

» Determining violations of law and initiate disciplinary actions including
suspension or revocation of authority or license, monetary fines, cease and desist
orders, consent judgments, directives, and withdrawal or denia of contract form
approval.

» Providing clarification, direction, information and assistance to inquiries and
concerns expressed by the public and industry.

» Promulgation of Regulation 78 — Policy Form Filing Requirements - This
regulation brings all requirements for policy form filings into one concise and
coherent document, corrects the disparate time periods alowed for review of
policy form filings, establishes procedures for withdrawal of approval, mandates
notice of discontinuation of a product, and allows for an expedited certified
approva process. It aso includes general requirements and requires health
insurance issuers to complete a Statement of Compliance identifying where the
filing is in compliance with applicable requirements of law.

» Policy Form Matrix (PFM) - The PFM houses over 300 specifically defined
health insurance product codes linked to hundreds of legal requirements for
policy form, rate and advertising content, marketing and administration.
Available to health insurance issuers via the Internet, the PFM generates a unique
Statement of Compliance, listing only those legal requirements applicable to a
specific product type.

This division implements its statutory authority over Medicare supplementa benefit plan discontinuations by
accomplishing the following:

» Reviewing proposed notices of nonrenewa and the products to be nonrenewed to
assure that proper notice is provided to al parties in accordance with the
requirements of law or the terms and provisions of existing contracts, whichever
is more favorable to the policyholders.

» Monitoring al insurers exiting a market or markets in order to prohibit reentry
for a period of five years from the date the last coverage is nonrenewed.
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SUPPLEMENTAL HEALTH PrRODUCTS DIVISION...

IMPLEMENTATION — L IMITED BENEFIT PLAN FILINGS

This divison implements its statutory authority over limited benefit plan filings and provides direct
assistance and protection to consumers regarding benefits covered, proper payment of claims and refunds,
advertising, marketing, underwriting, changes in coverage, covered services, contractual terms and
provisions, and policyholder services by accomplishing the following:

» Performing expedited approval of a complete filing based upon the inclusion of a
Statement of Compliance and a Certification of Compliance executed by an
officer or authorized representative of the filing insurer on a form prescribed by
the department.

» Approving, disapproving, and/or withdrawing prior approval of limited benefit
filings that do not meet the requirements for an expedited approval.

» Conducting retrospective reviews of previoudy approved limited benefit plan
filings to determine compliance with applicable law.

» Negotiating corrective action to assure that consumers negatively affected by
outdated and improper policy forms are made whole.

» Pursuing administrative sanction where necessary to protect the public.

» Providing technical assistance to insurers and plan administrators in the revision
of filings to assure compliance as well as appropriate administration of coverage.

» Investigating forma complaints involving underwriting, premium and rating,
cancellation/nonrenewal, discrimination, marketing practices, claims handling
and policyholder services of Medicare supplemental benefit plan filings.

» Bvaluating detailed findings of complaint investigations, recommending
corrective actions and overseeing implementation of these actions.

» Determining violations of law and initiate disciplinary actions including
suspension or revocation of authority or license, monetary fines, cease and desist
orders, consent judgments, directives, and withdrawal or denia of contract form
approval.

» Providing clarification, direction, information and assistance to inquiries and
concerns expressed by the public and industry.
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»

»

Promulgation of Regulation 78 — Policy Form Filing Requirements - This
regulation brings all requirements for policy form filings into one concise and
coherent document, corrects the disparate time periods alowed for review of
policy form filings, establishes procedures for withdrawal of approval, mandates
notice of discontinuation of a product, and allows for an expedited certified
approva process. It aso includes general requirements and requires health
insurance issuers to complete a Statement of Compliance identifying where the
filing is in compliance with applicable requirements of law.

Policy Form Matrix (PFM) - The PFM houses over 300 specifically defined
health insurance product codes linked to hundreds of legal requirements for
policy form, rate and advertising content, marketing and administration.
Available to health insurance issuers via the Internet, the PFM generates a
unique Statement of Compliance, listing only those legal requirements
applicable to a specific product type.

AcTIVITIES OF THE QUALITY INSURANCE CONTRACTS & FORMS AND

SupPLEMENTAL HEALTH PRrODUCTS DIVISIONS

Note:

ReLATIVE TO PoLicy Forms TasLE 33
Total Policy Forms Received 5,322
Total Advertisements Received 550
Total Rate Filings Received 1,101
Tota Forms & Advertisements Closed 5,755
Number Approved 2,292
Number Certified 1,432
Number Disapproved/Approval Withdrawn 1,853
Number Withdrawn by Company 178
Total Rate Filings Reviewed 942
Number Approved 851
Number Disapproved/Approval Withdrawn 85
Number Withdrawn by Company 6
Total Telephone Calls & Walk-Ins Handled 2,924
Total Written Responses to Inquiries 80
This table contains data in aggregate for the quality insurance contracts & forms
division and the supplemental health products division.
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SUPPLEMENTAL HEALTH PrRODUCTS DIVISION...

NumMBER oF HEALTH PoLicy Form FILINGS
TaBLE 34 By CoverAGE TYPE — 3-YEAR HISTORY

(Total Number of Forms, Medicare Supplement Insurance Advertisements and/or Rates)

2001-2002 Fiscal Year 2002-2003 Fiscal Year 2003-2004 Fiscal Year
(o] a AR S = &= o R N SR form filingsSal fformsesformifilingsallforms S formiilings s allforms|

Major Medical 222 1,066 187 1,558 281 875
HMO 26 158 50 289 74 388
Short-Term Major Medical 9 45 4 18 14 115
Stop-L oss/Excess 69 379 4 15 39 165

Limited Benefit Coverage Types

Medicare Supplement/Select 393 1,851 373 1,537 519 2,296
Disability 162 896 157 1,281 180 693
Cancer/Dread Disease 73 279 43 224 92 175
Dental 59 318 49 305 74 274
Accidental Death &

Dismemberment 79 471 63 446 47 167
Accident Only 105 772 70 752 108 481
Hospital Indemnity 86 376 49 322 110 266
Critical Iliness 40 174 25 124 27 105
Vision 21 118 8 29 6 19
Credit Accident & Health 4 11 15 174 15 58
Prescription Drug 1 5 9 34 4 8
Miscellaneous 65 263 60 541 141 888
Totals 1,414 7,182 1,166 7,649 1,803 6,973

Explanation and definitions: A policy form “filing” includes one or more of the following “forms’:

(1) Group Products — Master policy with individua certificates, group
application and enrollment forms.

(2) Individual Products — Individual contract and application.

Both types of products include endorsement or rider forms for optional benefits, schedule
of benefit forms, sample ID cards, premium rates and classification of risks.

(3) Medicare Supplement/Select filings also include advertising materials.

Note: This table contains data in aggregate for the quality management insurance contracts & forms
division and the supplementa health products division.
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HIPAA QuALITY MANAGEMENT
CONSUMER AFFAIRS DIVISION

PuUrPOSE

This division provides direct assistance and protection to consumers and health care providers regarding
benefits covered, timely and proper payment of claims and refunds, advertising, marketing, underwriting,
changes in coverage, access to managed care providers and covered services, contractual terms and
provisions, and policyholder services. The divison's emphasis is:

» Overseeing compliance with all applicable state and federa laws, rules and
regulations.

» Monitoring for unfair trade or unfair claims settlement practices.

» Educating the public and health insurance industry regarding lega rights,
obligations and requirements.

| MPLEMENTATION
This division implements its statutory authority by:

» Investigating formal complaints involving health insurance underwriting,
premium and rating, cancellation/nonrenewal, discrimination, marketing
practices, clams handling, and policyholder services.

» Bvaluating detailed findings of complaint investigations, recommending
corrective actions and overseeing implementation of these actions.

» Determining violations of law and initiating disciplinary actions including
suspension or revocation of authority or license, monetary fines, cease and desist
orders, consent judgments, directives, and withdrawal or denia of contract form
approval.

» Providing clarification, direction, information, and assistance to inquiries and
concerns expressed by the public and industry.
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HIPAA QuaLiTY MANAGEMENT CONSUMER AFFAIRS DIVISION...

AcTiviTiEs oF THE HIPAA QuALITY MANAGEMENT CONSUMER
AFFAIRS AND SUPPLEMENTAL HEALTH PrRODUCTS DI1VISIONS

TaBLE 35 RELATIVE TO COMPLAINT INVESTIGATIONS

Total Complaint Investigations Received 1,166
Total Complaint Investigations Closed 1,037
Amount of Benefits & Refunds Recovered $651,422
Amount of Fines Levied for Failure to

Respond Timely to a Complaint $1,000
Public Presentations Held 12
Publications Distributed 794
Telephone Calls Handled 16,463
Face-to-Face Interviews Conducted 57
Total Written Responses to Inquiries 729
Note: This chart includes data from the quality management consumer affairs

division and the supplemental health products division.
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ANNUAL CoNSUMER COMPLAINT REPORT

OrFICE OF HEALTH INSURANCE

R.S. 22§1219 REPORT BY THE COMMISSIONER

The commissioner of insurance shall annually submit a report to the Senate and
House of Representatives Committees on Insurancerelative to complaintsreceived
and actions taken pursuant to the provisions of this Part. Such report shall contain
information relative to the number of complaints received, and the disposition of
same, the amount collected in penalties, the cost of all related proceedings, and
such other information as the commissioner deems pertinent or the insurance
committees shall request.

For the purposes of this reporting requirement, the information
in this section reflects complaint data in the aggregate from
three divisions of the office of health insurance:

(1) quality management consumer affairs

(2) supplemental health products
(3) quality assurance.

Collectively, these divisions service and assist consumers and
providers with complaints relative to various coverage types of
health insurance.

Consumers filed an increased number of complaints with the Department of Insurance. The number of
complaints received and investigated regarding health insurance and HMO plans during the 2003-2004
Fiscal Year increased by 151 complaints from the prior fiscal year. HMO plans received 23.3% of the total
number of complaints filed, compared to 22% for major medical indemnity plans and 23.1% for self-funded
employee welfare benefit plans. This is representative of the larger market share held by HMOs.

The primary reasons given for filing complaints involve claims handling disputes such as delays, denials and
insufficient amount of benefits paid. Our compliance examiners were able to resolve the vast mgjority of
such complaints in favor of complainants, resulting in $898,281 recovered for consumers and providers in
benefits, refunds and prompt pay interest. The health office levied and collected $1,500 in fines for failure to
timely respond to a complaint. (See Tables 28 and 35 for classifications by divisions.)

The following statistical reports will demonstrate complaint activities involving the various types of health
insurance.
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ANNUAL CoNSUMER COMPLAINT REPORT...

HeaLTH INSURANCE COMPLAINT

% Of
Total

23.3%
17.5%
10.1%
11.9%
9.5%
4.1%
2.4%

5.6%

5.0%
2.4%
3.8%
1.0%
0.3%
0.0%
3.1%

100%

TABLE 36 STATISTICS REPORT BY COVERAGE TYPE
Total
Coverage Type Filed
HMO 296
Self-Funded EWBP* 222
Individual Major Medical 129
Group Major Medical 151
Disability 121
Medicare Supplement/Select 52
Medicare + Choice 31
State Employees Of_fice 7
of Group Benefits
Cancer/Dread Disease 64
Hospital Indemnity 31
Dental Only 48
Accident Only 13
Credit Accident & Health
Stop Loss/Excess
All Other 39
Totals 1,271
*EWBP (Employer Welfare Benefit Plans)
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There is a significant reduction of health insurance complaints in the last two fiscal years in comparison to
previous years. Thisis a reflection of the high number of complaints filed with the department from
FY 1998-1999 through FY 2001-2002 relative to failing health insurance companies such as The Oath.

HeALTH INSURANCE COMPLAINT STATISTICS
ToTtaL NuMBER oF ALL COMPLAINTS

6-YEAR HISTORY CHART 10
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Fiscal Year (beginning July 1, ending June 30)
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ANNUAL CoNSUMER COMPLAINT REPORT...

HeaLTH INSURANCE COMPLAINT TOTALS
By CoverAGE TYPE

CHART 11 6-YEAR HisTORY
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FY98/99 FY99/00 FY00/01 FY01/02 FY02/03 FY03/04
Major Medical 752 718 605 413 256 280
m HMO 442 667 803 759 210 296
m Limited Benefit 356 479 548 475 401 363
Self-Funded 263 344 314 290 196 293
Fiscal Year (beginning July 1, ending June 30)
Major Medical — Group & Individual
Health Maintenance Organization — Group & Individual
Limited Benefit Plans— Medicare Supplement/Select, Disability, Credit Accident & Health,
Cancer/Dread Disease, Dental, Hospital Indemnity, Accident Only, etc.
Self-Funded — Single Employer sponsored Employee Welfare Benefit Plans
Note:  Thischart contains datain aggregate for the quality management
consumer affairs, the supplemental health productsand the quality
assurancedivisions.
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PrimARY REASONS FOR CONSUMER
HeaLTH INSURANCE CoMPLAINTS FILED

TaBLE 37
Complaint Reason No. Received
Claim Denid 478
Claim Handling Delay 232
Insufficient Benefit Payment 220
Premium Rating 64
Refunds Issued 52
Claim Handling/Other 49
Cancellation/Non-Renewal 30
Policy Service/Other 25
Medical Necessity 22
Access to Care 16
All Others* 83
* “All Others’ involves fewer than 15 complaints per disposition.
Top ComMPLAINT DisposITIONS REACHED FOR
HEeALTH INSURANCE CoMPLAINTS CLOSED TABLE 38
Disposition No. Closed
Company Position Upheld 361
No Jurisdiction 289
Claim Settled 277
Resolved Other 110
Refund Issued 32
Insufficient Information 32
All Others* 95
* “All Others’ involves fewer than 20 complaints per disposition plus 44 complaints
referred to the Office of Group Benefits.
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ANNUAL CoNSUMER COMPLAINT REPORT...

HeALTH MAINTENANCE ORGANIZATION

TaBLE 39 ConNsUMER & PrRoVIDER COMPLAINTS
Rank Name No. Complaints
United Healthcare of Louisiana, Inc. 186
2 Humana Health Plan
(formerly Ochsner Health Plan) 141
3 Coventry Health Care of Louisiana, Inc. 56
4 HMO of Louisiana, Inc. 41
5 Aetna Hedlth, Inc.* 6
5 Hedth Plus of Louisiana, Inc. 6
6 Vantage Health Plan, Inc. 5
7 Sterling Life 4
7 Tenet Choices, Inc. 4
8 Cigna Healthcare of Louisiana* 2
Total 451
* These HM Os have discontinued offering coverage and have provided
the required minimum 120 day notices of nonrenewal to all plan sponsors
and participants.
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ANNUAL CoNSUMER COMPLAINT REPORT...

MaJor MEeDICAL INSURANCE

ConNsUMER & PrRoVIDER COMPLAINTS TaBLE 40

Rank Name No. Complaints
1 Blue Cross and Blue Shield of Louisiana, Inc. 163
2 United HedthCare of Louisiana, Inc. 39
3 UNUM Life Insurance Company of AM 20
3 Colonial Life and Accident Insurance Co. 20
4 Mid-West National Life Insurance Co. 14
4 American Family Life Insurance Co. 14
5 Central United Life Insurance Co. 13
5 Mega Life and Accident Insurance Co. 13
6 American Heritage Life Insurance Co. 12
7 Starmount Life Insurance Co. 11
8 Conseco Insurance Co. 10
8 Metropolitan Life Insurance Co. 10
9 Fortis Insurance Co. 9
X Remainder equals fewer than 7 complaints

per company 281
Total 629

Note:  Anadditional 222 complaintswere received and investigated involving
self-funded Employee Welfare Benefit Plans (EWBP). This number
includes 71 complaints received against the Office of Group Benefits.
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OFFICE OF MINORITY AFFAIRS
ANNUAL REPORT

R.S.22§1921(5) REPORT BY THE OFFICE OF MINORITY AFFAIRS

To submit an annual report by April first of each year to the House and Senate
Insurance Committees relative to educational and informational services made
availableto minorities, the number and types of inquiriesand all available relevant
information from applicants and producers.

L EGISLATIVE BACKGROUND

In 1984, the governor signed into law Act No. 850 creating the Office of Minority Affairs (R.S. 2281921 and
2281922). This Act is the regulatory umbrella to assure “Equal Opportunity In Insurance” for the citizens of
Louisiana.

In 1992 and 1993, the Louisiana State Legidature, Acts No. 377 and No. 380, revised and reenacted the
authorizing legidation to expand the scope and duties of the Office of Minority Affairs and its board of
directors — the Advisory Committee on Equal Opportunity. The importance and impact on the business of
insurance by the Office of Minority Affairsis outlined below.

PuUrPOSE

The purpose of the Office of Minority Affairsisto assist small, minority and disadvantaged insurance
agencies and producers by providing educational and informational services to foster a greater awareness of
the opportunities available in the insurance industry, as well as the skill, training and education necessary to
prepare for opportunities in employment, appointment as producers and contracting for services with
insurance companies. Emphasis is placed on:

» Conducting a survey every two years to document statistical information
concerning the number of minorities employed in industry related professional
level jobs, with the goa of expanding the number of minority and disadvantaged
persons in the insurance industry.

» Training programs for small, disadvantaged and minority agencies and producers.

» Increasing insurance information services to small and disadvantaged minority
groups.

» Increasing number of contracts for small agencies, minority and disadvantaged
producers with emphasis on life and hedlth.

» Publishing a quarterly minority and disadvantaged producer newdletter.
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| MPLEMENTATION

» Updating agency information questionnaires and conducting surveys to locate
more small agencies, minority and disadvantaged producers.

» Launching an new department Web site link, “Minority Employment Information
Center,” to assist in recruiting more minority producers, underwriters and
insurance industry employees.

» Acquiring more standard contracts for minority producers with standard
companies.

» Conducting training programs for minority and disadvantage producers to provide
them with knowledge on various topics of the insurance and business fields.

» Working continuously with university personnel to add new courses to the
Beginner Insurance Curriculum.

» Working to increase the number of minorities and other disadvantaged groups
receiving current insurance information through personal visits, seminars,
conferences, meetings, job fairs, quarterly newsletter, etc.

M EMBERSHIP OF THE ADVISORY COMMITTEE ON EQuAL OPPORTUNITY

The Advisory Committee on Equal Opportunity is composed of 15 members, representing a diverse cross
section of experts from the insurance industry, universities and trade and professional associations — both
state and national.

These distinguished members are responsible for assisting small and disadvantaged agencies and producers
throughout the state in their efforts to receive insurance company contracts and company appointments. They
closaly monitor discrimination and unfair trade practices on the part of insurance companies and contract
employees. Another charge of the Advisory Committee on Equal Opportunity is to assist in creating and
promoting educational programs for producers and minorities to help them better understand the business of
insurance.
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HicHLIGHTS oF 2003-2004

» Published the minority affairs quarterly newsetter and distributed it to small,
minority agencies and disadvantaged producers throughout the state.

» Implemented the new Employment Information Center and made it accessible via
the Department of Insurance Web dte.

» Nineteen companies and agencies in Louisiana agreed to post
their vacant positions on the department Web ste.

» Numerous positions were posted on the Web site, and the
Office of Minority Affairs assisted 18 producers in receiving
contracts with insurers and 6 people with obtaining employment
in the insurance industry.

» Sponsored two minority seminars to assist minorities and the disadvantaged with
contracts, continuing education and employment issues.

AGENDA 2004-2005

» Conduct second survey of all companies licensed in Louisiana to document the
dtatistical information concerning the number of minorities employed in industry-
related professional level jobs with the goal of expanding the number of minority
and disadvantaged persons in the insurance industry.

» Conduct second survey of the minority churches in the state to collect and
evaluate information relative to the number of under insured people within the
population of Louisiana' s minority churches.

» Expand producer and consumer education and informational services to other
ethnic groups beginning with the Hispanic communities where materials
published in Spanish, plus an interrupter available to aide in communications

with Spanish speaking people.
» Publish the quarterly newdletter for minorities and other ethnic groups.

» Hold regular meetings with minorities and other ethnic group leaders to better
serve the insurance needs of culturally diverse communities.
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»

»

Continue promoting prelicensing and continuing education courses for insurance
producers at Southern University in New Orleans and work toward offering this
same series of courses at Grambling in Ruston and Southern University in Baton
Rouge in the near future.

Continue providing educational seminars and training programs to assist minority
and disadvantaged producers and other persons in the insurance industry in their
efforts to obtain contacts and employment in the insurance industry.

AcTiviTIES OF THE OFFICE OF MINORITY AFFAIRS TaABLE 41
Producers/Agencies Assisted 134
Consumer/Producer Complaints/General
Information Handled 83

Complaints Referred to Advisory Committee
Trainings/Seminars Conducted

Committee Meetings Attended 35
Special Meetings Attended 52
Conferences Attended 14
Job Fairs Attended 10
Special Projects (Surveys) Completed 5
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OFrricE oF RECEIVERSHIP

The mission of the office of receivership is to administer the estates of insolvent insurers as efficiently and
cost effectively as possible. The god of the office of receivership is to minimize the impact of insolvency to
the taxpayers, policyholders and creditors of these insurer estates in Louisiana

Pursuant to Part XVI of the Louisiana Insurance Code and under the jurisdiction of the state courts, the
office of receivership of the Department of Insurance seeks to maximize insolvent insurer assets and
distributes them according to the priority set in law. The office works with the L ouisiana Insurance Guaranty
Association and the Louisiana Life and Health Insurance Guaranty Association to assure that eligible claims
against insolvent insurers are honored to the fullest extent permitted by law.

At the close of the 2003-2004 Fiscal Year, 20 domestic insurers and three foreign insurers in ancillary
receivership were open and under the administration of the office. The total amount of cash marshaled for
open estates amounted to $171,379,212.

Tables 42-44 list insurance companies in receivership by:

»Ancillary Estates Open as of June 30, 2004
» Domestic Estates Open as of June 30, 2004
» Estates Closed During Fiscal Year Ended June 30, 2004

ANCILLARY PROCEEDINGS

TABLE 42 OrEN As oF JuNE 30, 2004
Name of Estate Domicile Sate
Interstate Guaranty Georgia
AmWest Surety Insurance Co. Nebraska
FarWest Insurance Co. Nebraska
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DomMmEesTIC ESTATES
OpPEN As oF JuNE 30, 2004 TABLE 43

Alliance Casualty and Reinsurance Co.
AmCare Health Plans of Louisiana
ANA (American Nationa Agents)
(includes American Funding & USGA)
Blooming Insurance Co.
Car Insurance Co.
(includes Automotive Financial Services)
Cascade Insurance Co.
First Columbia Life Insurance Co.
Gulf Coast Casualty Insurance Co.
Independence Life Insurance Co.
Lloyds Assurance of Louisiana
The Mid-West Life Insurance Co.
Nationa Affiliated Investors Life Insurance Co.
North American Indemnity Co.
The OATH of Louisiana, Inc.
Patterson Insurance Co.
Physicians National Risk Retention Group
Public Investors Life Insurance Co.
Savant Insurance Co.
Superior Life Insurance Co.
United Agents Insurance Company of Louisana

EstaTES CLOSED

DurinG THE FiscaL YEAR EnpED JUuNE 30, 2004 TasLE 44
Name of Estate Closure Date
Colonial Lloyds Insurance Co. February 18, 2004
Imperial Insurance Co. February 25, 2004

(ancillary receivership of a
Californiadomiciled company)
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APPENDIX A

ExPLANATION OF TERMS

The following tables show gross direct premium writings in Louisiana, on a calendar year basis, for all
insurers segregated by line of business, as categorized in the 2002 Annua Statement. These categories do not
provide information about specific insurance coverages or classes of insureds. The data contained hereafter
may conflict with other areas of the Annual Report due to the treatment of some premiums as nontaxable.
Following is a brief description of terms used throughout the appendices.

GENERAL TERMS

Direct: the term used to describes insurance transactions between the consumer and the insurance company
before or without regard to reinsurance transactions among insurance companies.

Domestic: an insurer formed under the laws of the state of Louisiana.

Foreign: an insurer formed under the laws of any other state or territory of the United States or the District
of Columbia

Loss Ratio: equals losses incurred divided by premiums earned. This is the best accounting representation
of the portion of each premium dollar that has been needed to honor the company’s promise to pay claims.

Losses Incurred: equalslosses paid, plus a year-end estimate of future payments for all current and prior
year claims, minus the losses incurred estimate for the preceding year. If these estimates were to be exactly
correct, then losses incurred would be the actua cost of al claims on coverage provided during the current
year. However, incurred losses reported also includes estimated amounts unpaid for Incurred-But-Not-
Reported (IBNR) claims.

Market Share: the ratio of direct premiums written by a company to the total direct premiums written by al
companies writing that line of business.

Premium Earned: premiums written this year and in previous years and, in some instances, premiums to be
written in the future for current coverages. It is approximately the pro-rata portion of the premium charged
for each policy, for the portion of coverage provided, within the calendar year.

Premium Written: usualy defined as premiums billed by property and casualty companies. Rules of life
insurance accounting require reporting premiums actually collected.
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L INES OF BUSINESS (IN ORDER OF APPEARANCE)...

Fire: written to protect the insured for losses caused by fire and lightning.

Allied Lines. frequently written with property insurance such as sprinkler and water damage, windstorm,
tornado, and hail. Includes Multiple Peril Crop.

Farmowners Multiple Peril: provides property and casualty protection for farms or ranches for both
business and personal losses.

Homeowners Multiple Peril: provides homeowners a broad spectrum of non-liability and liability
coverages.

Commercial Multiple Peril: provides commercia establishments with a broad spectrum of non-liability
and liability coverages.

Mortgage Guaranty Insurance: indemnifies a lender from loss if a borrower fails to meet required
mortgage payments.

Ocean Marine: provides coverage for ocean and inland water transportation exposures; goods or cargo;
ships or hulls; earnings; and liability.

Inland Marine: provides specialty property coverages relating to articles that may be transported from one
place to another, as well as bridges, tunnels, and certain instrumentalities of communication.

Financial Guaranty: coverage whereby the insurer generaly guarantees the principal and interest payments
on a corporate or governmental bond issue.

Medical Malpractice: coverage protecting a licensed health care provider or health care facility against
legal liability resulting from the death or injury of any person due to the insured’s misconduct, negligence, or
incompetence in the rendering professiona services.

Earthquake: coverage for property losses resulting from a sudden trembling or shaking of the earth,
including that caused by volcanic eruption. Excluded are losses resulting from fire, explosion, flood or tidal
wave following the covered event.

Group Accident and Health: a medical and hospitalization insurance plan under which a number of persons
and their dependents are insured under a single policy issued to their employer or another common entity.
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L INES OF BUSINESS (IN ORDER OF APPEARANCE)...

Credit Accident and Health Coverage: pays certain debt payments (usually car or home loans) in the
event of sickness.

Other Accident and Health Coverage: usually issued to individuals, that pays benefits for health care, loss
of income or for accidental injury or death.

Workers Compensation: covers an employer’s liability for injuries, disability or death to persons in their
employment, without regard to fault, as prescribed by Federal workers' compensation laws and other
statutes.

Other Liability Coverage: protects the insured against legal liability resulting from negligence,
carelessness or afailure to act causing property damage or personal injury to others. Can include: General
Liability; Umbrella Liability; Professional Liability; Contractor, Construction and Landlord Liability; and
Environmental Liability.

Product Liability Coverage: protects manufacturers, merchants and distributors against financial loss
arising out of lega liability for losses or injury incurred from use of a covered product.

Auto Liability Coverage: protects the insured against financial loss because of legal liability for
automobile-related injuries or damage to the property of others caused by accidents arising out of ownership,
maintenance or use of a motor vehicle.

Auto Physical Damage: provides coverage for damage to or loss of policyholder’s own automobile arising
from collision, theft, fire or vandalism.

Aircraft: provides coverage for aircraft (hull) and their contents; aircraft owner’s and aircraft manufacturers
liability to passengers, airports and other third parties.

Fidelity Coverage: provides reimbursement to an employer for losses arising from dishonest or fraudulent
acts of employees.

Surety Coverage: provides monetary compensation to a third party if the policyholder fails to perform
specified acts within a defined time period.

Burglary and Theft Coverage: provides for reimbursement to the policyholder for losses due to burglary,
robbery or other forms of larceny.

Boiler and Machinery Coverage: provides for losses arising from the operation of pressure, mechanical
and electrical equipment. Covered losses include damage to the boiler itself, other property damage and
business interruption.
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L INES OF BUSINESS (IN ORDER OF APPEARANCE)...

Credit Coverage: indemnifies manufacturers, merchants, or other providers of goods and services
extending credit, for losses or damages resulting from the nonpayment of debts owed to them for goods or
services provided in the normal course of their business.

Aggregate Write-Ins: coverages not generally described above (e.g., Involuntary Unemployment Insurance,
Automobile Warranty, etc.).

Life Insurance: provides protection against the death of an individua in the form of payment to a
beneficiary — usually a family member, business or institution.

Annuity: a contract of insurance that pays a monthly (or quarterly, semiannual or annual) income benefit for
the life of a person or persons.

Indugtrial Insurance: relates to modest amounts of coverage, usually less than $1,000, sold on a debit
basis.

Credit Life: acoverage which pays certain debt payments (usually car or home loans) in the event of the
debtor’s death.

Fraternal Insurer: an incorporated society, order or supreme lodge conducted solely for the benefit of its
members and their beneficiaries and not for profit, operated on alodge system with rituaistic form of work,
having a representative form of government.

Health Maintenance Organizations (HMOs): insurers that provide or arrange for the provision of basic
heath care services to enrollees in return for a prepaid charge.

Title Insurance: insures or indemnifies owners of, or other persons lawfully interested in, immovable
property against loss or damage arising from defects, liens or encumbrances on the insured title.

Sdf-Insurance Plan: any contract, plan, trust, arrangement or other agreement which is established or
maintained to offer or provide health care services, indemnification, or payment for health care services, or
health and accident benefits to employees of two or more employers, but which is not fully insured. An
arrangement shall be deemed “fully insured” only if said benefits are guaranteed under a policy of health
insurance issued by an insurer authorized to transact business in Louisiana
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STATE OoF LouisiaNAa
GROUP SELF-INSURANCE PREMIUM WRITTEN
Business WRITTEN DURING CALENDAR YEAR 2003

Fund Name Premium Written
Louisiana United Business Association SIF © $ 44,998,330
Louisiana Commerce & Trade Association SIF © 37,147,933
Louisiana Homebuilders Association SIF ® 20,392,451
Louisiana Restaurant Association SIF © 19,207,884
Louisiana Safety Association of Timberman SIF © 10,830,817
Employers’ Self-Insurers Fund © 8,454,472
Louisiana Automobile Dealers Association SIF © 8,269,582
Louisiana Health Care Self Insurance Fund © 7,500,000
Police Jury Association of Louisiana © 5,564,081
LAC Self-Insured Fund (Cotton) © 5,279,312
Louisiana Municipal Risk Management Agency © 4,831,840
Louisiana Hospital Association Workers’ Compensation SIF © 4,520,891
Louisiana Rural Parish Insurance Cooperative © 2,543,674
Louisiana Loggers Self-Insured Fund © 2,445,969
Sugar Cane Safety Group SIF @ 1,527,008
Louisiana Housing Council Authorities Group SIF @ 315,394
Louisiana Association of Clerks of Court Risk Mgt Agency ® 302,919
Total $184,132,557

Caution:  The information contained on this page is unaudited and not a complete financial analysis or an expression

of opinion on any insurer. This page may contain inadvertent errors.

Data Source: Audited Financial Statements for all Group Self-Insurance Funds writing workers’ compensation business in
Louisiana.

(a) Asof March 31, 2004

(b) As of June 30, 2003

(c) AsoflJuly 31,2003

(d) As of September 30, 2003
(e) Asof December 31, 2003
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